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Part 1 


A. Preface by the Honourable Mayor 

As the political leadership of this institution, we have had to refocus the municipality’s activities to 
include key strategic issues. This decision was informed by an introspective, critical analysis of our 
performance as a municipality over the past few years. The challenge we have as the Port St Johns 
municipality remains that of offering our communities reliable and predictable services as well as 
achieving a measure of financial stability. With sufficient resources and added capacity, these major 
challenges can be relatively attained. 

Whilst we have not yet overcome these challenges, we are pleased to announce some improvements 
attained during the year under review, viz: - 

Improved audit report in the 2007/2008 report 
A stable political environment within the council 

Adoption of the Annual budget and the review of the Integrated Development Plan (IDP) 
within the legislated timeframe 

Fully functional Community Development Workers (CDW’s) and Ward Committees 
Improved relations with other spheres of government 
On service delivery. Port St Johns has four top priorities: poverty alleviation, expanding the supply of 
clean and treated water to a wider community, expanding the supply of electricity, constructing roads 
and providing housing. Though some of these priorities are unfunded mandates, inroads have been 
made through partnerships with a number of stakeholders. The Municipal Manager’s report expands 
on this in the master plan implementation. 

Our strategic plans for the future are presented and discussed in the body of this report and will 
enhance the economic activity in Port St. Johns, gradually improving the quality of life in our 
communities. 

Once more, I take this opportunity to thank my fellow Councilors, the Municipal Manager, Senior 
Management and all Council employees for their commitment and hard work in advancing the cause 
of our municipality. 


Councilor : WM Mtakati 
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B. Message from the Municipal Manager 
Introduction and Background 

Whilst the municipality has got enormous service delivery challenges, we have managed to 
achieve a turnaround and recovery in the municipal cash flow. This turnaround will result in 
improved service delivery for the communities we serve. Port St Johns is a gateway to the 
wild coast; however its true potential remains untapped due to backlogs in infrastructure and 
related services. 

Areas of Strategic Focus 

In a nutshell, the biggest challenge of the municipality is to improve service delivery while 
strengthening the financial viability. Improving the tourism and agricultural sectors for the 
benefit of our communities remains one of the major focus areas. 

Key challenges 

• Maintenance of rural access roads to acceptable standards 

• Facilitate the provision of water and sanitation infrastructure by the OR Tambo 
District Municipality 

• Facilitate the provision of rural electrification program by ESKOM 

• Facilitate the provision of housing development 

• Mobilization of funding for the establishment of the Mzimvubu River Front 
Development 

• Mobilization of funding for the development of Ntafufu Beach facilities 

• Facilitate the establishment of a Fish Factory 

• Rehabilitation of the municipal land-fill site 

• Conduct disaster awareness campaigns 

• Provision of waste management services for the urban area 

• Maintenance of municipal parks 
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Development of a revenue enhancement strategy 


• Maximum collection of revenue 

• Ensuring that expenditure incurred is in line with Council approved budget 

• Maintenance of a Municipal Fixed Assets Register 

• Submission of the Integrated Development Plan to council 

• Execution of council resolutions within the set time frames 


Strategic achievements during the year under review 

Notwithstanding the challenges outlined above, the municipality has managed to attain the 
following: - 

Formation of Strategic relations with the Department of Roads and Transport to 
provide assistance towards the maintenance and upgrade of infrastructure 

Partnership with the National Treasury which has helped us improve performance in 
the Budget and Treasury Office 

Establishment of Port St Johns Development Co-ordinating Forum 
Improved audit report in the 2007/2008 financial year 

Adoption of both the Municipal Master Plan and 2010 World Cup Plan by the Council 

Winning the district greenest town competition 

Improvement in corporate governance 

Reduction in electrification backlogs to approximately 15% 

In principle approval of applications made to the National Treasury for the 
Neighborhood Development Grant 

Funding commitments received from the Department of Economic Affairs and 
Tourism for the development of both the Umzimvubu River Front and the 
establishment of Ntafufu Beach Facilities 

Signing of a Service Level Agreement with the OR Tambo District Municipality for the 
provision of Internal Audit Services 
Establishment of an Audit Committee 
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Receiving a nomination from the Provincial Department of Sports, Arts and Culture to 
be one of the 2010 World Cup Public Viewing Areas (PVA) 


Prospects 

Part of the municipal prospects includes acceleration of the implementation of projects 
identified in the master plan. 

The municipality has appointed a service provider for the development of Nodal Nodes 
within the municipal area. 

Development of a strategy towards combating shark attacks in the area. 

Accelerate the expenditure of Municipal Infrastructure Grants (MIG) in a sustainable manner. 
Mobilize funding for the development of municipal offices. 

Set up an attractive PVA for the 2010 World Cup. 


We, the management of the municipality remain fully committed to ensuring a smooth 
running of the administration and providing reliable support to the municipal council. 


Z Hewu 

Municipal Manager 
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C. Introduction and overview of Port St Johns Municipality 
Demographic Overview 

The Port St Johns Municipality is a category B Municipality, situated on the coast of the 
Indian Ocean in the largely rural Province of the Eastern Cape. It is bounded by Lusikisiki in 
the north, Libode in the west and Mthatha in the south. The municipality is one of the coastal 
municipalities within the OR Tambo District Municipality. 

The municipality spans a total area of 1239 square kilometres (8800 hectares) and 
comprises of 16 wards. It has a total population of 146 139, consisting mainly of Blacks 
(99%). The remaining 1% is composed of Whites, Coloureds and Indian/Asian ethnic 
groups. 

Port St Johns is known for its beautiful beaches, mountainous terrain with hills, cliffs and 
sandy dunes. The municipality’s beautiful scenery, its natural vegetation and pristine 
beaches referred to above are main attractions for tourism. It has land for commercial use 
and environmentally-friendly residential areas. There are 1053 types of plants and 164 plant 
families found around Port St Johns. Five of these plant families and 196 plant types are 
only found in the Pondoland area, of which Port St Johns is the heart. This unique vegetation 
harbours rare bird species, providing evidence of the rich biodiversity in Port St Johns. 

The municipality has two key economic sectors: tourism and agriculture. In terms of 
commercial and economic activity, the municipality is growing at a steady pace. 

Socio-economic status 

We have roughly 28,715 households of which 91% earn less than R19,200 per annum and 
only 1.7% have an income of more than R76,800 per annum. According to the Census 
conducted in 2001, we have roughly 146 000 people. The overwhelming majority of these 
people i.e. 137 680 or 97.4% live in the rural areas of the municipality, while only 3 648 or 
2.6% are classed as urban. There is one urban centre and 130 villages. We also have a 
young population with almost 45% between the ages 5-19 years i.e. school going age. 

Our Gross Geographic Product (GGP) is estimated at R150.9m which equates to 2.3% of 
the GGP of the economy of the Oliver Tambo District Municipal area. The dominant sector is 
Community Services at 66.6% of the GGP (government and institutional administration of 
the area). The other sector of significance is Trade at 12.3%. The unspoilt nature of the 
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region attracts considerable numbers of tourists. Agriculture contributes 5.6% of GGP and is 
mostly undertaken in a traditional subsistence manner. 

The municipality consists of 31 councillors. Of these, six councillors comprise the Executive 
Committee. In addition to the Executive Committee, the Council has four portfolio-based 
Standing Committees, viz: - 

• Finance and Administration 

• Local Economic Development 

• Public Works, and 

• Social Services 

These portfolio-based committees are each headed by an Executive Committee member. 
These four Executive Committee members are accountable to the Executive Committee with 
regard to their respective portfolios. The Executive Committee itself is in turn accountable to 
the main Council. The Accounting Cfficer and the other Section 57 Managers attend Council 
meetings to provide an administrative account of the progress in the municipal strategies, 
which are embedded in the Integrated Development Plan. 

The role of the Standing Committees is to support senior management in making decisions 
and effectively utilizing the resources of the municipality in the course of service delivery. 

Municipality’s Vision 

It is the vision of the Port St Johns Municipality to be a transformed, integrated municipality 
that subscribes to developmental local government principles and provides a sustainable 
quality of life. This will be achieved through the creation of a regional centre (Port St Johns 
- Gateway to the Wild Coast) that generates economic development and employment 
opportunities through improving basic services in rural areas and utilizing the area’s natural 
resources and tourism potential. 

Mission 

Port St Johns Municipality will deliver services to the community and develop local 
communities to improve the quality of life. 
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PART 2: 


KEY PERFORMANCE AREA 1 - Human resource and other organization management 


1.1 Organizational structure 



• There are 203 approved posts in the approved organizational structure. 

• The total number of vacant posts is 28 

• All section 57 manager's employment contracts and performance agreements are 
signed and submitted to the Department within set time frames (i.e. 6 performance 
contracts and 6 employment contracts ) 
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1.2 Staff development initiatives during the Financial Year 


TYPES OF TRAINING ATTENDED BY COUNCILLORS AND OFFICIALS 


TYPE OF TRAINING 

NUMBER OF 

EMPLOYEES 

ATTENDED 

SERVICE PROVIDER 

Executive Leaders 

8 

University of Fort Hare 

Asset Management 

5 

University of Fort Hare 

Project Management 

10 

University of Fort Hare 

Job Evaluation 

3 

Job Evaluation 

Committee: Region 5 
Eastern Cape 

General Accepted Municipal 
Accounting Practices 

1 

University of Fort Hare 

Municipal Financial 

Management Act 

5 

University of Fort Hare 


The Municipality has an approved HRD Plan as well as an approved Workplace Skills Plan 
fully approved by LGSETA. 
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1.3 Key HR statistics per functional area 


1.3.1. Full time staff complement per functional area 
a) Section 57managers 



Approved positions 

Number of 
approved and 
budgeted 
posts per 
position 

Filled posts 

Vacant posts 

1 

Municipal Manager 

1 

1 

0 

2 

Corporate Services 

Manager 

1 

1 

0 

3 

Finance Manager 

1 

1 

0 

4 

Community services 

Manager 

1 

1 

0 

5 

Engineering Manager 

1 

1 

0 

6 

LED Manager 

1 

1 

0 


TOTAL 

6 

6 

0 


b) Line Managers 

CORPORATE SERVICES DEPARTMENT - MIDDLE MANAGEMENT 


POST 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

ASSISTANT MANAGER: 

1 

0 

1 

Administration Support 
Services 




ASSISTANT MANAGER: 

1 

0 

1 

Human Resources 
Management and 
Development 
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JUNIOR MANAGEMENT 


POST 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

HUMAN 

RESOURCES 

1 

1 

0 

SECRETARIAL 

SERVICES 

1 

1 

0 

PROVISIONS & 

BOOKINGS 

1 

0 

1 

REGISTRY & CLIENT 

SERVICES 

1 

0 

1 

LR/HRD & PM 

1 

1 

0 

SALARY 

ADMINISTRATION 

1 

1 

0 

MPC MANAGER 

1 

1 

0 

TOTAL 

7 

5 

2 


SOCIAL DEVELOPMENT, COMMUNITY &TRAFFIC SERVICES - JUNIOR 
MANAGEMENT 


POST 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

SOCIAL 

DEVELOPMENT 

1 

1 

0 

TRAFFIC 

1 

0 

1 

WASTE 

MANAGEMENT 

1 

1 

0 

LIBRARY SERVICES 

1 

1 

0 

TOTAL 

4 

3 

1 
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FINANCE DEPARTMENT - MIDDLE MANAGEMENT FINANCE DEPARTMENT 


POST 

NO OF POST 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

SENIOR 

ACCOUNTANCY 

1 

1 

0 






JUNIOR MANAGEMENT 


POST 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

INCOME & CREDIT 

CONTROL 

1 

1 

0 

BUDGETING & 

EXPENDITURE 

1 

1 

0 

SUPPLY CHAIN 

MANAGEMENT 

1 

1 

0 

TOTAL 

3 

3 

0 


ENGINEERING & INFRASTRUCTURE DEVELOPMENT - MIDDLE MANAGEMENT 


POSTS 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

TOWN PLANNING 

1 

1 

0 

MIG &EPWP UNIT 

1 

0 

1 

ROADS & STORM 

WATERS 

1 

1 

0 

TOTAL 

3 

2 

1 
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JUNIOR MANAGEMENT 


POSTS 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

ROADS & 

STORMWATERS 

1 

1 

0 

MECHANICAL 

WORKSHOP 

1 

1 

0 

BUILDING & 

PLUMBING 

1 

0 

1 

TOTAL 

3 

2 

1 


LOCAL ECONOMIC DEVELOPMENT - JUNIOR MANAGEMENT 


POSTS 

NO OF POSTS 

NO OF FILLED 

POSTS 

NO OF UNFILLED 

POSTS 

LED 

1 

1 

0 

ENVIROMENTAL 

SERVICES 

1 

0 

1 

TOTAL 

2 

1 

1 


14 


PORT ST JOHNS MUNICIPALITY : DRAFT ANNUAL REPORT 2008-2009 






1.4 staff complement in the technical services 



Approved Technical 
Positions. 

Number of 
approved and 
Budgeted 
posts per 
position. 

Filled posts 

Vacant posts. 

1 

Engineering Manager 

1 

1 

0 

2 

Technician 

1 

1 

0 

3 

Truck driver 

6 

4 

2 

4 

Grader operator 

2 

1 

1 

5 

TLB Operator 

1 

0 

1 

6 

Project Manager 

1 

0 

1 

7 

Building & plumbing 
inspector 

1 

0 

1 

8 

Mechanic 

2 

1 

1 

9 

Labourer 

14 

18 

0 


TOTAL 

29 

26 

7 
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1.4.1 Technical staff registered with professional bodies 


Total number 

of technical 

service 

Managers 

Total number 
registered in 
the accredited 
professional 
body 

Total number 
pending 
registration 
confirmation in 

the accredited 
professional body 

Total 

number not 
yet 

registered 
in the 

accredited 

professional 

body 

Engineering 

Manager 

0 

0 

1 

Technician 

0 

0 

1 

Mechanic 

0 

0 

1 

Grader operator 

0 

0 

1 

Truck driver 

0 

0 

4 


1.4.2 Levels of education and skills 


Total number of 

staff 

Number of staff 

without Grade 12 

Number of staff 

with Senior 
Certificate only 

Number of staff 

with 

Tertiary/accredited 

professionals 

training 

174 

104 

45 

25 


1.4.3 Trends on total personnel expenditure 


Financial 

Years 

Total 

number of 

staff 

Total 

approved 

operating 

Budget 

Personnel 
expenditure 
(salary and 
salary related) 

Percentage of 
expenditure 

2006-2007 

194 

32,448,000 

22,167,219 

68% 

2007-2008 

177 

28,510,000 

24,167,215 

85% 

2008-2009 

169 

41,119,000 

26,342,264 

64% 
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1.4.4 List of pension and medical aids to whom employees belong 


Names of pension fund 

Number of 

members 

Names of medical 

Aids 

Number of 

members 

SAMWU Pension fund 

174 

Bonita's medical 

scheme 

63 



Samwu med medical 

scheme 

27 



Hosmed medical 

scheme 

1 



L.A. health medical 

scheme 

9 



Key health medical 
scheme 

0 



Med cover medical 

scheme 

34 


1.4.5 Senior officials’ wages and benefits (even if included in the financial 
statements); 


Managers 

Wage per month 

Benefits 

Municipal Manager 

40 886.99 

Travel allowance, Public Office 
allowance, Subsistence allowance. 

Corporate Services Manager 

34 924.65 

Travel allowance. Public Office 
allowance. Subsistence allowance. 

Finance Manager 

34 924.65 

Travel allowance. Public Office 
allowance. Subsistence allowance. 

Engineering Manager 

34 924.65 

Travel allowance. Public Office 
allowance. Subsistence allowance. 

Community Services 

Manager 

34 924.65 

Travel allowance. Public Office 
allowance. Subsistence allowance. 

LED Manger 

34 924.65 

Travel allowance. Public Office 
allowance. Subsistence allowance. 
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1.5 Implementation of the Performance Management System (PMS): 


The PMS was adopted on the 23 September 2008 by the council for the institution, staff and 
section 57 manager's. 

Due to lack of funding PMS has not been cascaded to all employees, as of now it only caters 
for top management. The assessment of the senior management was done and the 
Municipality was satisfied with the results found. 


1.6 Annual performance as per key performance indicators in municipal 
transformation and organizational development 



Indicator name 

Total 

number of 
people 
(planned 
for) during 
the year 
under 

review 

Achievement 
level during 
the year 
under review 

Achievement 
percentage 
during the 
year 

Comments 
on the gap 

1 

Vacancy rate for all 
approved and 
budgeted posts; 

203 

174 

86% 


2 

Percentage of 
appointment in 
strategic positions 
(Municipal Manager 
and Section 57 
Managers) 

6 

100% 

100% 


3 

Percentage of Section 
57 Managers including 
Municipal Managers 
who attended at least 

1 skill development 
training course within 
the FY 

6 

100% 

100% 


4 

Percentage of 

Managers in Technical 
Services with a 
professional 

1 

100% 

100% 
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qualification 





5 

Percentage of 
municipalities within 
the district area that 
have a fully functional 
Performance 
Management System 
(DM only) 

N/A 

N/A 



8 

Percentage of staff 
that have undergone a 
skills audit (including 
competency profiles) 
within the current 5 
year term 

166 

96% 

96% 


9 

Percentage of 
councillors who 

attended a skill 
development training 
within the current 5 
year term 

31 

100% 

100% 


10 

Percentage of staff 
complement with 
disability 

7 employees with 
disabilities. 

7 

7 

4% 


11 

Percentage of female 
employees. 

87 female employee,. 

87 

87 

51% 


12 

Percentage of 
employees that are 
aged 35 or younger. 

109 employees that 
are 35 younger. 

109 

109 

63% 
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1.7. Major challenges and remedial actions in regard to human resource and 
organizational management 


CHALLENGES 

REMEDIAL ACTION 

Lack of office space 

Municipality has applied to various donors for 
funding to build offices. Temporal offices 
have however been donated by the National 
Treasury. 

Lack of financial funding to fulfil HRD 
mandate 

Secure enough financial resources 
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Key Performance Area 2 - Basic Service delivery performance highlights 
2.1 (a) Water services 

Effective from July 2005, the OR Tambo District Municipality became both the Water 
Services Authority (WSA) and Water Services Provider (WSP) throughout the District. 
Within the Port St Johns Municipal jurisdique’, all water related issues are thus fully handled 
by the District Municipality. 


Role players; 


i) O.R. Tambo District Municipality 
li) DWAE 
III) DHLG&TA 


b) Levels and standards in water services 

Much of the existing water and sanitation infrastructure is not adequately maintained and, in 
many cases, is not functioning. 


In estimating these water backlogs the following assumptions have been applied: 

> People with piped and borehole water within 200m are deemed to be served 

> People sourcing water from springs, rainwater tanks, streams, rivers, dams or 
water vendor are deemed to be un-served 

> People sourcing water from communal taps, yard taps or any other more basic 
source are deemed to be not served to higher level. 
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c) Annual performance as per key performance indicators in water 
services 



Indicator 

name 

Total number of 

household/custo 
mer expected to 
benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the FY 

under 

review 

(actual 

numbers) 

Number of 

HH/customer 

reached 
during the 

FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households 

with access to 
potable water 

6180 

22 535 

12 168 

12 168 

54% 

2 

Percentage of 

indigent 

households 

with access to 

free basic 
potable water 

6180 

22 535 

12 168 

12 168 

54% 

4 

Percentage of 
clinics with 

access to 
potable water 

15 

0 

0 

0 

0% 

5 

Percentage of 
schools with 

access to 
potable water 

165 

165 

0 

0 

0% 

6 

Percentage of 
households 
using buckets 

22 535 

22 535 

0 

0 

0 % 


Source: OR Tambo DM IDP & Annual report 

d) Major challenges in water services and remedial actions 

• High backlog in the provision of basic water services 

• Uncompleted and non functional water schemes built by O.R. Tambo DM 

• Non maintenance of existing water provision schemes and results to water supply 
interruptions 
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• Environmental sensitivity of the area 

• Long steep gradients 

Remedial actions 

• Construction of major dam that will supply water to rural schemes in Port St. Johns 

• PSJ to become Water Service Authority and Water Services Provider 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to upgrade water provision for future 
developments 


2.2 Electricity services 

a) Electricity services delivery strategy and main role-players 

Port St. Johns Municipality does not hold an electricity distribution licence. This function 
is fully performed by ESKOM. The municipality only plays a facilitation role. However, 
erection and maintenance of street lights in the urban area remains the municipality 
function. 

Various sources of electricity have been identified to be the grid, solar energy and gel. 
So far the public participation processes conducted in this regard indicated that 
communities are not interested in the alternative sources of energy, they are only 
interested in the Eskom grid. Port St Johns Municipality is currently developing indigent 
policies in consultation with stakeholders. 


Role players 

1. Port St Johns Local Municipality 

2. Department of Minerals and Energy (DME) 

3. ESKOM 
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b) Level and standards in electricity services 

• People who are connected to Eskom grid are regarded as fully served. 

• People who are connected to solar energy and gel are regarded as being served to 
basic level. 

• People who used candles and paraffin or any other source of energy are regarded as 
being un-served. 

c) Annual performance as per key performance indicators in Electricity services 



Indicator name 

Total number of 

household/custo 
mer expected to 
benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

(actual 

numbers) 

Number of 

HH/customer 

reached 
during the 

FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households with 

access to 
electricity 
services 

3 623 

6 637 

3 623 

2 900 

80% 

2 

Percentage of 
indigent 

households with 

access to basic 

electricity 

services 

3 623 

6 637 

3 623 

2 900 

80% 

4 

Percentage of 
indigent 

households with 

access to free 
alternative energy 

sources 

49 

68 

49 

49 

100% 


d) Major challenges in electricity services and remedial actions 

• Most villages are without electricity (schools and clinics affected) 

• PSJ municipality does not provide electricity in the urban area and hence there is no 
revenue recovered from electricity in town. 
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• Application to Eskom take long time for electricity connections 

• Eskom takes longer to implement rural electricity projects 

Remedial actions 

• Apply with NERSA for an electricity distribution licence in the urban area 

• Use of non grid alternative energy source 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to install and upgrade electricity in the urban 
area for future development 

2.3 Sanitation 

a) Sanitation services delivery strategy and main role-players 

Provision of Water and Sanitation is a function of the O R Tambo District Municipality. 
The role of the Municipality is to ensure the availability of land with the necessary 
infrastructure and social amenities. 

The OR Tambo District Municipality is the Water Services Authority and Water Services 
Provider responsible for planning, implementation, and operation and maintenance of 
water and sanitation services within the 7 local municipalities. In terms of the law the 
District Municipality is therefore responsible for the development and the implementation 
of its water services by-laws, sanitation strategy and the District wide Sanitation Master 
Plans. 

Role players 

1. O.R. Tambo District Municipality 

2. DWEA 

3. Port St Johns Municipality 

b) Level and standards in sanitation services 

In estimating the sanitation backlogs, the following assumptions have been applied 


1. People with flushed toilets with waterborne, septic tanks, and digesters are regarded 
as served to higher level. 

2. People with Ventilated Improved Pits (VIP) are regarded as served to lower level or 
basic level (RDP standards). 
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3. People with no toilet infrastructure or a toilet with no ventilated improved pit (pit 
latrines) or bucket system are regarded as not served. 

d) Annual performance as per key performance indicators in sanitation 
services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

Number of 

HH/customer 

reached 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households 

with access to 

sanitation 

services 

7 651 

21 673 

4 910 

1 277 

26% 

2 

Percentage of 

indigent 

households 

with access to 

free basic 

sanitation 

services 

7 651 

21 673 

4 910 

1 277 

26 % 

4 

Percentage of 
clinics with 

access to 

sanitation 

services 

15 

15 

0 

0 

0 % 

5 

Percentage of 
schools with 

access to 

sanitation 

services 

165 

165 

0 

0 

0% 


Source: ORTDM IDP Document & Annual Report 08/09 
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d) Major challenges in sanitation services and remedial actions 


• Non availability of water borne sewer and waste water treatment plant in the 
urban area and results to sewer spillage in town 

• High backlog in the provision of basic sanitation services 

• V.I.P. toilets too small with poor quality material 

• Environmental sensitivity of the area 

• Long steep gradients 

Remedial actions 

• Construction of waste water treatment plant with water borne sewer installation 

• PSJ to become Water Service Authority and Water Services Provider 

• Development of CIP (Comprehensive Infrastructure Plans) 

• Source funding from National Treasury to implement the water borne sewer 


2. 4 Road maintenance 

a) Road maintenance services delivery strategy and main role-players 

• The objective of road maintenance is to keep the road in such a condition that it 
sheds water quickly. If the road does not shed, the surface will become soft, ruts and 
potholes will quickly appear. Earth roads soon become impassable. 

• Road maintenance is needed to restore a good camber on the road to enable water 
to drain off quickly. This is best achieved by regular grading. On gravel roads grading 
is also needed to restore gravel from shoulders which has been lost from the road 
surface, and to remove deep potholes and corrugations. 

• Soft spots on the road may need to be patched. Patching can also be used for 
general repairs to the road surface when machinery is not available as it the case 
with our Municipality. 

• As the surface of gravel road wears away, new gravel must be added before rapid 
deterioration of the surface starts. Re-gravelling may also be needed severe, and 
may also be used to improve an engineering earth road to gravel. 
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Role players 

1. Dept of Roads & T ransport 

2. DPLG (MIG) 

3. SANRAL 

4. Port St. Johns Municipality 

b) Level and standards in road maintenance services 

• All roads must be inspected on a monthly cycle and maintained such that the 
riding quality and access condition are reasonable. The maintenance activities 
must be done in such a manner that promotes the protection of the environment, 
minimize accidents and protect and promote investment in our towns, however, 
road maintenance cannot be divorced from storm-water management 
programme. 

• The roads are to be maintained by the reprocessing of 150mm thick gravel 
wearing coarse varying in width from 5m to 7m. Storm-water will be handled by 
the construction of v-section side drains, concrete culverts and - pitched road 
crossing. 

• The compaction should be at least 80 - 90% MOD AASHTO and the final layer 
should form a camber shape 
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c) Annual performance as per key performance indicators in road maintenance 
services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

(Actual 

numbers) 

Number of 

HH/customer 

reached 
during the 

FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 

without 

access to 
gravel or 
graded 
roads 

98 % 

512 km 

128 km 

16 km in 3 

wards 

12.5 % 

2 

Percentage 
of road 

infrastructure 

requiring 

upgrade 

90% 

490 km 

122 km 

42 km 

34% 

3 

Percentage 
of planned 
new road 

infrastructure 

actually 

constructed 

16 % 

1 002 km 

60 km 

23 km 

38 % 

4 

Percentage 
of capital 
budget 
reserved for 

road 

upgrading 

and 

maintenance 

effectively 

used. 

3% 

500km 

182 km 

65 km 

36 % 
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d) Major challenges in road maintenance services and remedial actions 


• Non availability of plant & equipment 

• Steep gradients and mountainous landscape 

• Environmental sensitivity of the area 

• Long and major rivers to cross and build bridges 

Remedial actions 

• Port St. Johns Municipality entered into an Agreement with the Department of Roads 
& Transport to provide support for the construction and maintenance of roads and 
other transport related issues 

• The Municipality is in a process of seeking funds for the purchase of new plant and 
equipment 

• The Municipality with the assistance of DPLG is in a process of developing 
Comprehensive Infrastructure Plan (CIP) that would give details of each and every 
ward’s backlog and how much it would cost to eradicate such backlogs. 


2.5 Waste management 

a) Waste management services delivery strategy and main role-players 

Port St Johns Municipality has a role of collecting waste and minimizing illegal dumping 
within the urban area whilst plans are in place for the collection of waste in rural areas. 
This forms part of the new waste management act by the Department of Economic 
Development and Environmental Affairs. Furthermore, it is the role of the municipality to; 

• Ensure that there is efficient collection of waste 

• Ensure that there is sustainable recycling waste projects 

• Minimize illegal dumping 

• Develop policies & implement by-laws relating to waste management 

• Conduct awareness campaigns related to waste management 

• Educate communities with collection of waste and re-cycling 
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ROLE PLAYERS IN WASTE MANAGEMENT 

• Department of Economic Development and Environmental Affairs 

• OR Tambo District Municipality 


IWMP - INTEGRATED WASTE MANAGEMENT PLAN 

The integrated waste management plan is not yet in place. A change in waste 
management legislation requires local municipalities to align their plans with 
applicable legislation. The process is now at District Municipality level. 

b) Level and standards in waste management services 

Port St Johns Municipality collects waste in the urban area twice a week. At the present 
moment we serve the urban area together with the B & Bs in and around town. The 
services that include rural areas have not started yet as it has to wait until the IWMP is in 
place. 


c) Major challenges in waste management services and remedial actions 


CHALLENGES 

HOW THEY ARE ADDRESSED 

EXPECTED OUTCOMES 

No refuse truck 

Landfill Compactor 

No budget provision made. To be 
made in the next financial year. 

Regular collections 

One Tip attendant 
instead of two 

Review organogram to include 
additional tip attendant 

The register at the gate of the 
landfill site will be done and 

maintained. 

Two Drivers instead of 

four 

Formal appointment of truck/tractor 
drivers 

Minimise overtime. 

Work will be done smoothly and 
on time. 

There are no sanitation 
facilities at the tip site 

Facilitate the establishment of sanitation 
facilities by the OR Tambo DM 

Health standards will be met 

No lights at the tip site 

Facilitate installation of lights by 

ESKOM 

Safety and security 

Need for additional 

dustbins 

No budget provision made. Provision to 
be made in the next financial year 

Availability of sufficient dustbins 
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2.6 Housing and town planning 

a) Housing and town planning services delivery strategy and main role-players 

Low Cost income housing (RDP) is a function of the Department of Housing and the 
District Municipality acts as an implementing agent. The role of the Port St Johns 
Municipality is to ensure the availability of land. 

There are types of housing that are done through partnerships between the Department 
of housing and Developers like social housing but for Port St. Johns Municipality such 
projects have not yet been implemented. 

The Port St. Johns Municipality also acts as a coordinator and ensures that the following 
is done: 

• Avail land for future housing development 

• Prepare & submit a verified beneficiary list to Dept. Of Housing 

• Provide awareness on housing beneficiation to communities 

• Monitor the quality of houses built 

Role-players in Housing delivery : 

1 Dept of Housing 

2 Dept of Land Affairs 

3 OR Tambo District Municipality 

4 PSJ Municipality 

5 Developers 

b) Level and standards in Housing and town planning services 

• All builders that build houses should have NHBRC certificate & all houses should 
be NHBRC approved for quality purposes. 

• Building drawings for the houses to be built should be approved by the Municipal 
Town Planning department 

• All contractors’ certificates should be signed by a Municipal technical official for 
the purpose of quality assurance. 
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c) Annual performance as per key performance indicators in housing and town 
planning services 



Indicator 

name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(Actual 

numbers) 

Target 
set for 

the f. 

year 

under 

review 

Number of 

HH/customer 

reached 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage 

of 

households 
living in 
informal 

settlements 

5000 HH 

8000 HH 

0 HH 

0 HH 

0 HH 

2 

Percentage 
of informal 

settlements 

that have 

been 
provided 
with basic 

services 

60 % 

2500 HH 

0 

0 

0 

3 

Percentage 

of 

households 

in formal 

housing 

that 

conforms 

to the 

minimum 

building 

standards 

for 

residential 

houses 

100 HH 

4900 

0 

0 

0 


Source of statistics: Housing Sector Plan and PSJ IDP 
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d) Major challenges in housing and town planning services and remedial actions 


CHALLANGES 

REMEDIAL ACTIONS 

Illegal occupation of land 

Planning and Survey of identified land 

Relocating of illegal occupants 

Land held by land claim issues 

Fast tracking of land claim issues 


2.7 Spatial planning 

a) Preparation and approval process of Spatial Development Framework (SDF): 

A spatial Development Framework was developed and approved during 2005. It is 
currently undergoing a review process. 

b) Land use management: 

• Rezoning 

The Municipality received 1 application (ERF 371) that was submitted in 
terms of the ordinance for the amendment of the Transkei Standard Town 
Planning Scheme. The application was approved by Council and 
recommended for final approval by the Townships Board of the Eastern 
Cape. 

• Sub-division 

One Simultaneous consolidation and minor subdivision application was 
received (ERF 613 & 614). The application was approved by Council. 

• Consent use 

One consent use application was processed and approved for Erf 296. 
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• Removal of restrictive conditions 


No applications were received for the removal of restrictive conditions in the 
title deed. 

• Township establishments 

There are no township establishment applications that were done. This 
includes subdivision applications that have more than ten erven. 

c) Major challenges in spatial planning services and remedial actions 

The Transkei Standard Town Planning Scheme is outdated. The scheme is not 
flexible and does not accommodate mixed use development in one erf. 

The Municipality has commissioned a review of the scheme to include some of the 
land uses that are not catered for in the scheme. In the new SDF there are land use 
guide lines that will guide land development for the Municipality especially in the 
urban node Port St Johns Town. 

2.8 Indigent policy implementation 

a) Preparation and approval process of the indigent policy 

An Indigent Policy was developed and approved by council with all other budget 
related policies on 28 May 2009. 

b) Implementation of the policy 

For effective implementation of the Indigent Policy, an Indigents Committee needs to 
be established by council. This committee will be responsible for screening 
applications received from qualifying consumers. 
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During the year under review, only indigents receiving electricity subsidy from Eskom 
participated on the indigents scheme. For other services, participation will only be 
determined after the indigents committee has effectively started to function. 
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Key Performance Area 3 - LOCAL ECONOMIC DEVELOPMENT 


3.1 Brief presentation of LED strategy/plan 

The Municipality through its LED Department developed an LED Strategy in 2005 which 
aims to develop our key economic drivers which were identified in the strategy as the 
following: 

• Tourism 

• Agriculture 

• SMME’s/Investment 

• Other Small Industries (mining fishing & filming) 


The strategy is in place but has not been fully implemented due to challenges pertaining to 
funding and response from external sources not being favourable. 

LED Unit 

The LED Unit has a Manager, Secretary and an Officer. 

LED Expertise 

The LED Department’s institutional capacity is very limited. Human capital consists of only 2 
people, the Manager and an Officer. 

LED Stakeholder forum functionality 

An LED Forum was established in 2005, however our LED Forum meetings are no longer 
taking place but are taking place in the form of sector groups meeting as and when there is a 
need for example our Farmers, Hawkers, Taxi & Bus Association are very active and our Co- 
operatives also has a forum. The Business sector is not so available and the Tourism Sector 
only comes to meetings if they are having a pressing issue affecting them. Relations with 
this group are yet to be built. The forum members were discouraged by the none availability 
of funds for projects identified. 
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No. 

Funding Institution 

Projects/Program funded 

Amount funded 

1. 

Department of Environmental 
Affairs & Tourism (DEAT) 

Tourism Information Centre 

R3m 

2. 

DEAT 

Mzimvubu Riverfront 

Rllm 

3. 

DEAT 

Working for the Coast - 
(Wftc) (Mngazi-Manteku) 
Cleaning of the Coastline 

RlOm (2008-2011) 

4. 

DEAT 

Forest Rehabilitation 

R16m (over 3 years 
2008-2010) 

4. 

DEAT 

Ntafufu Beach and Boat 
Launching facilities 

R5.2m 

5. 

Department of Agriculture (DOA) 

Majola Tea Factory 
revitalization 

RlOm 

6. 

DOA 

Mantusini Dairy Parlour 

R6m 

7. 

DOA 

Siyazondia & Siyakhula. 

R390 838.84 


3.2 Progress towards achieving the LED key objectives 
a) Improve public and market confidence 

The municipality has the following sectors which gives it competitive advantage over 
its neighbourhood in the District: 

Tourism, Arts and Crafts 

Tourism as is identified by the stakeholders who took part in the development of the LED 
Strategy is one of our economic drivers, contributes a significant amount of jobs although 
that is not clearly indicated in the sectors as is indicated in our Integrated Development Plan 
& LED Strategy. Research has yet to be done on the scale of the impact of tourism in the 
economy of the area. 

Port St. Johns forms part of the Wild Coast area, a prestigious natural heritage and area of 
beauty. The environment (scenery & pollution free) of Port St. Johns is a major draw card to 
tourists. Tourism products such as B&B are graded by the grading Council of South Africa 
and our Tourism Information Centre is being renovated at a cost of R3m acquired from the 
Department of Environmental Affairs to enhance the reception into this world renowned 
tourism destination. 

The beauty and temperatures of the area put us ahead in the District in terms of the number 
of International tourists arriving in the area. We are in the process of sourcing funding to 
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rehabilitate our eroded beach (2"'^ Beach) and also testing the quality of our waters to apply 
for the pilot stage Blue Flag Status. A need has been identified to create awareness from 
locals on the importance of Tourism so that tourists can be treated very well; a program on 
tourism awareness is to start in the New Year. 

A draft tourism plan is in place but has to be reviewed because participation of stakeholders 
was minimal and funding is to be sourced from partners and relevant government 
departments. 

We have a wealth of natural resources that are used by the local Grafters to produce a 
number of artefacts. In partnership with the District, training in Craft Development & Design 
and performing artists were trained on Art business Administration and performing artistry. 
Training was also provided for Councillors on responsible tourism planning by the District. 

Our yearly event of the SDI Wild Coast Cultural Festival was a great success with Grafters & 
Artists who have won the auditions leading to the festival trained for quality production in 
their respective areas of performance. 

Training provided to projects & SMME’s was as follows: 

• Bookkeeping: 6 projects 

• Personal Financial Management for individuals in projects in 7 Wards (30 per ward) 

• Tour guiding: 13 Individuals 

• First Aid Level 1 for Tour guides 

Agriculture 

The climate and fertile soil render Port St. Johns viable for a number of agricultural products 
such as high value crops & fruit. Although agriculture is prevalent in the area it does not 
contribute significantly to the gross geographic product. Subsistence farming is prevalent 
and very few farmers make it to the market in Mthatha and the immediate surrounding areas. 
A farmers Association in partnership with the Municipality, the Department of Agriculture, As- 
gisa and Productivity South Africa are now in the process of revitalizing the industry. 

A Tea Production Company (Majola Tea) is presently being turned around into a fully 
fledged tea production company with the help of Productivity SA. As-gisa is also busy doing 
feasibility of a possible fruit production project along the Mngazi and Mngazana rivers (about 
1000 hectares). The Ntinga Development Agency is also in the process of assisting our 
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farmers (especially the Banana farmers) with packaging material, storage facilities and 
transport to the market place in Mthatha. 

A Dairy parlour at the cost of R6m is constructed in Mantusini administrative area as phase 
one of the total operation and funding fell short for phase two and the Department of 
Agriculture is promising an additional R3m for fencing and irrigation in the 2009-2010 
financial year. 

Funding is however needed to do an integrated agricultural plan which will encompass all 
the farmers and their produce. 

The department of Agriculture is assisting the subsistence farmers in all wards with the 
inputs, implements and infrastructure. (Siyazondia, Siyakhula, Massive & GASP). Training in 
all agricultural aspects is ongoing. 

Training provided for farming projects: 

• Poultry Management and Diseases: 4 Projects 

• Vegetable production and poultry management: 3 projects 

SMME’s & Trade 

SMME’s are the future in creating jobs for South Africa. The government is encouraging the 
formation of businesses and has created the necessary platform to support such. This sector 
in Port St. Johns is dominated by the Informal Sector and is characterised by the survivalist 
kind of set up. Both the informal and formal sectors are supported by a vibrant Taxi 
Association. The municipality is facing challenges in providing proper infrastructure for both 
these industries. A Master Plan for the CBD area is being developed and facilities for both 
the Taxi and Hawkers Association will be provided. 

The lack of employment in Port St. Johns has created an easy way of living by escaping into 
the hawking business, even foreigners has identified this as a lucrative market and has 
invaded the place. We have more than 200 hawkers and the market is saturated. 

Efforts to assist the hawkers and other small business people are provided by the 
municipality through our procurement policies and business support services through the 
Local Business Service Centre (Tombo Entrepreneurial Development Centre) located at our 
Multi-purpose Community Centre. Hawker stalls are to be built as identified in our CBD 
Master Plan which is being developed. 
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The economy of Port St. Johns is largely driven by the trade sector which is largely 
concentrated in the Central Business District of the town. This sector is booming because of 
the dependency on grant funding. 

The more established business people are not working as a collective but are consulted 
when planning is done with very limited attendance. 

Training for SMME’s: 

• Productivity Improvement: 2 projects 

Investment 

The municipality has a challenge of the scarcity of land. The area in town including 
surrounding farms has been embroiled in a land claim that has stifled development for the 
past 10 years. Through negotiations with the Department of Land Affairs and the Claimants 
a settlement has been reached in February 2008 in which the Municipality has acquired 
some pockets of land for development. The settlement of the claim has since opened 
avenues for development in business infrastructure, housing and public facilities. 

An Investment plan is in the process of development. Investment opportunities are posted on 
our website. 

Provision and maintenance of reliable and quality infrastructure 

Post 1994, very little improvement has been done in the provision of infrastructure in the 
area due to the lack of adequate funding to provide and maintain roads. The business 
community including social facilities have not been given the attention & priority status they 
deserve to compliment their businesses. The Municipal Infrastructure Grant only covers the 
rural areas and the urban area has no funding provision at all. Attempts & negotiations are 
underway with the Department of Roads & Transport to address this chronic situation. 

A Master Plan to develop the Central Business District is underway which will provide for the 
revamping of the Taxi rank in town and the easing of pressure from the passengers. 
Provision for hawker stalls is made for both in town and in the Mpantu area. This initiative 
will provide a proper market place and ease the congestion in town caused by the Hawkers. 
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Disaster Management 


Our Disaster Management section in partnership with the District Municipality is in the 
process of doing risk assessment in the area. There are a number of risks facing business 
pertaining to assistance in case of emergencies which hampers attraction of investment in 
the area. A satellite Disaster Management centre is yet to be built whilst staff attending to fire 
& disasters is not enough. There is no consistency in the supply of water which then poses a 
threat to an incident of fire occurring in the area. 

A Disaster Management plan will be developed after the completion of the risk assessment 
exercise has been completed. 

b) Comparative & Competitive advantage for Industrial activities 

As have been mentioned in our Tourism and Agriculture sectors, Port St. Johns is one of the 
areas in the District if not Province which stands out for its natural beauty, moderate 
temperatures, rich and fertile agricultural soil. The natural resources beaches, sea and the 
forests provide the opportunity to the locals to make a living out of them. Our crafters 
produce products (baskets, “indukus”, pottery etc) which are sold all over in South Africa 

c) Industrial activities 

The Municipality has no industrial activities that contribute significantly to the economy. 
There are light industries such as mining, fishing, filming, welding, panel-beating, brick- 
making and carpentry which are presently operated in the backyard of homes or of other 
businesses. However provision of space for light industry is provided in our CBD Master 
Plan. 

Mining 

Although mining is significantly low in the area, there are mining initiatives taking place 
legally and illegally. There are 3 Companies that are mining legally (sand & travertine) in the 
area namely Inyengane Small Scale Mining, Mzintlava and Umzimvubu Quarries. Sand 
mining is done at a number of places without permits. 

We are in the process of assisting the illegal miners (in particular at Vukandlule village and 
on the banks of the Mzimvubu River) to obtain these permits from the Department of 
Minerals & Energy (DME) with the assistance of the Department. 
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Marine & Coastal Management 


Port St. Johns fishing community are predominantly holding fishing permits for harvesting 
line-fish and shellfish. Total permits awarded to fishermen during this year were 521 for line- 
fish and 814 for shellfish. 

The Department of Environmental Affairs has approved funding of R5m for the 
establishment of a small scale Fish Factory at Cwebeni village. 

Filming 

Port St. Johns is attracting film production companies worldwide to film productions because 
of its beauty, lushness and topography. We had enquiries and interest shown by 3 film 
production companies with feature films like “Whitelight”, “Congo” and “The Philanthropist”, 
choosing us as the suitable location for their movies. These productions brought into the 
area job opportunities and our Tourism products (B&B) benefited the most. 

An Indaba is planned to market Port St. Johns to production companies and a strategy to 
deal with these companies is on the cards. 

Enterprise Development and Business Development 

The Municipality has the intention of developing an SMME Development plan as identified in 
our LED Strategy. However, we presently use the services of our Local Business Support 
Centre (Tombo Entrepreneurial Development Centre) to give support services to business 
enterprises. 

We are also in negotiations with the Small Enterprise Development Agency (SEDA) to create 
space to service our rural communities within the municipal centres. The support services 
given by these organizations is business plan development, company registrations, training 
in small business development, tender advice, franchising etc. 

The Eastern Cape Development Corporation through its Enterprise Development Section 
provides support services such as company registrations, business plan development and 
funding. 

Public and Private partnerships (PPP’s) are in the process of being established in the 
projects funded by DEAT namely the Ntafufu Beach and Boat launching facilities and the 
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Riverfront Development. A shopping centre approved by Council for development at the 
present sport field will also be a PPP. 


Employment opportunities through Expanded Public Works Programs 

During this year we had 4 projects which were under the expanded public works program 
which provided the following job statistics: 


No. 

Name of Project 

Number of Jobs 

1. 

Tourism Information Centre 

36 jobs during construction 
and 4 permanent will be 
created during operations 

2. 

Working for the Coast (Mngazi - Manteku) 

64 jobs 

3. 

Working for the Coast (Mthatha mouth- Mngazi) 

42 jobs 

4. 

Forest rehabilitation 

161 jobs 


d) Support Social Investment Program 

The Department of Social Development through its poverty alleviation programs has funded 
a number of income generating projects focussing on youth and women. The following 
projects were assisted financially. 


No. 

Name of Project & Type 

Location 

Amount 

1. 

Sisonke Food Security (Mealies & 
Vegetables) 

Ward 12 

R750 000 

2. 

Laphumikwezi Food Security 

Ward 2 

R750 000 

3. 

Sinamva Youth (Brickmaking) 

Ward 10 

R500 000 


Source: Social Development Department, Port St. Johns 


Co-operatives, Small Business and Women/youth Association 

A cooperatives forum is to be established in complementing the co-operatives structure 
formulated by the District Municipality. 

Small Business is largely informal with hawkers and survivalists businesses dominating. A 
Women’s and Youth Association is in existence with Development Plans which outlines their 
primary needs. These plans were developed with the help of the Youth Commission. 
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Challenges regarding LED Strategy 


• LED is generally taken by Council as an unfunded mandate internally and is 
allocated very limited budget compared to other KPA’s to implement the strategy 

• Implementation of planned projects largely depends on the approval of application 
submitted to government departments and private donors. 

• Investment into the town is hampered by lack of bulk infrastructure and finalization of 
the Caguba Land Claim 

• Insufficient staff in the LED Department 

• Lack of participation of relevant LED Practitioners during the planning process 
especially government departments and organized business 

• Sustainability of projects funded by all government departments including the 
municipality 

• Non-functionality of the LED Forum 

• Lack of information from the business community on the role LED Department is to 
play in the municipal area and the role of local government in general. 
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Key Performance Area 4 : MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT 

Chief Financial Officers Report 

1. INTRODUCTION 

During the financial year ended 30 June 2009, our focus areas were financial viability, 
management of resources and compliance with legislation. 

On financial viability, the municipality had reviewed and implemented its Debt Collection and 
Credit Control Policies. This had led to an improvement in collection levels from a 24% of 
revenue billed to 40%. The biggest challenge being that the municipality does not provide 
any trading services like water and electricity that can be used as an enforcement tool on 
default payments. We have also appointed a service provider to compile a general 
valuation of all properties in the urban areas including farms. This valuation roll has been 
successfully implemented in the 2009/10 financial year. 

Cn resource management, although the municipal general expenditure has increased by 
88%, which is due to expansions in service delivery, the municipality has managed to review 
its insurance portfolio resulting in savings of approximately 50%, also scale down on security 
costs with a saving of approximately 50%. A significant improvement was also made on 
cash flow management resulting in savings on interest of 73%. 

Regarding compliance with legislation, we successfully implemented our new valuation roll 
as required by the Municipal Property Rates Act of 2006. With support from the European 
Union, the National Treasury also placed an Advisor to assist with MFMA compliance 
through the Finance Management Improvement Program (FMIP 11). In terms of the 
reporting framework, the Annual Financial Statements for the year ended 30 June 2009 were 
submitted to the Office of the Auditor General by the due date and these were prepared to 
comply with the Statements of Generally Recognized Accounting Practices (GRAP) and 
Generally Accepted Municipal Accounting Practices (GAMAP). 
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2. OPERATING RESULTS 


Details of the operating results per department, classification and object of expenditure are 
included in Appendix E, which is unaudited, to the Annual Financial Statements. The overall 
operating results for the year ended 30 June 2009 are as follows: 



Actual 

2008 

R 

Actual 

2009 

R 

Variance 

2008/9 

% 

Adjusted 

Budget 

2009 

R 

Variance 

Actual - 
Budget 

% 

REVENUE 






Property rates 

2,889,521 

2,887,593 

(0) 

1,089,000 

62 

Service charges - refuse 

631,997 

802,589 

27 

180,000 

78 

Rental of facilities 

31,688 

65,581 

107 

120,000 

(83) 

Interest earned - external investments 

7,938 

26,561 

235 

- 

100 

Interest earned - outstanding debtors 

15,028 

0 

(100) 

- 

- 

Fines 

74,710 

11,519 

(85) 

- 

100 

Licences and permits 

61,097 

67,422 

10 

- 

100 

Government grants and subsidies 

32,857,221 

51,277,922 

56 

39,901,000 

22 

Other income 

101,433 

177,692 

75 

540,000 

(204) 

Gains on disposal of property, plant and equipment 

8,799,999 

0 

(100) 




45,470,632 

55,316,879 


41,830,000 


EXPENDITURE 






Employee related costs 

16,524,937 

17,129,523 

4 

18,841,497 

(10) 

Remuneration of Councillors 

5,016,095 

5,948,180 

19 

5,427,500 

9 

Bad debts 

6,075,320 

4,046,996 

(33) 


100 

Depreciation 

- 

- 

- 

- 

- 

Repairs and maintenance 

899,918 

1,744,400 

94 

347,236 

80 

Interest paid 

1,738,794 

467,800 

(73) 


100 

General expenses 

12,122,704 

22,884,548 

89 

17,213,767 

25 


42,377,769 

52,221,447 


41,830,000 



Significant Variances: - 

Revenue: The municipality received substantially more grants than was anticipated for the 
budget due to various pro-active municipal initiatives. 
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Expenditure: On the whole the budget has been exceeded due to higher levels of municipal 
activities during the financial year. The key factor being the fact that the municipality did not 
overspend its grant funding. 

Revenue 2008/09 



Expenditure 2008/09 
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3. DEBTORS 


Details regarding debtors are provided in Note 8 and 9 of the Annual Financial 
Statements. 


Rates: Aaeina 

Current 

(203,602) 

0 - 30 days 

178,548 

31 - 60 days 

111,327 

61 - 90 days 

242,317 

91 -120 days 

182,952 

121 - ISOdays 

1,372,722 

+ 150 days 

7,371,181 

Total 

9,255,445 

Refuse: Aaeina 

Current 

118,446 

0 - 30 days 

136,261 

31 - 60 days 

68,031 

91 -120 days 

101,140 

121 - 150 days 

42,503 

Total 

2,292,726 


4. CAPITAL EXPENDITURE AND FINANCING 

The expenditure on fixed assets during the year amounted to R13,2 million. A detailed 
analysis of capital expenditure per department, classification or service is included in 
Appendix B & C. More details regarding external loans used to finance fixed assets are 
shown in Appendix A. 

5. EXTERNAL LOANS, INVESTMENTS AND CASH 

External loans outstanding on 30 June 2009 amounted to Rl,4 million being the bank 
overdraft. Cash resources and short-term deposits totalled R0.4 million. More 
information regarding loans and investments are disclosed in notes (11 & 12) and 
Appendix A of the financial statements. 
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6. ANTI CORRUPTION STRATEGY 


Fraud prevention policy was developed and approved by council for implementation. 

7. EXPRESSION OF APPRECIATION 

I wish to convey my sincere appreciation to the Mayor, Councilors, the Chairperson and 
members of the Finance Portfolio Committee, the Municipal Manager and Management 
at large for their support and co-operation during the year. 

A special word of appreciation to the finance staff for the hardwork, sacrifices and 
concerted effort during the financial year, more so during the preparation and submission 
including the audit of the Annual Financial Statements within the prescribed period as 
required by Section 126 of the MFMA. 

To National and Provincial Treasury including the European Union, Viva Financial 
Management Improvement Program (FMIP 11). Special thanks to Mr Fokazi for assisting 
in strengthening the financial management capacity of the municipality. 


Z. MRWEBI 

CHIEF FINANCIAL OFFICER 
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4.7 Report of the Audit Committee 


We present the audit committee report for the financial year ended 30 June 2009 in 
compliance with the Municipal Finance Management Act 56 OF 2003 and in accordance with 
King II. 

The Audit and Risk Committee (the Committee) is a sub-committee of Council. The 
responsibilities of the Committee are detailed in its terms of reference (the Audit and Risk 
Committee Charter) that has been approved by Council. The Committee comprises four 
independent non-executive members, and the Municipal Manager who attends ex officio. 
Details of the Committee members are as follows: 

• Mr. N Swana 

• Mr. GM Salanje 

• Mr. S Mntonga 

• Ms. N Mukoni 


The members of the Committee collectively possess the necessary skills and experience to 
direct the Committee constructively in the execution of its responsibilities. The permanent 
invitees to the Committee meetings include: the Finance Manager, senior managers and 
representatives from Internal Audit and External Audit. 


The responsibilities of the Committee, as laid down in the Charter, include providing 
oversight on financial reporting and other matters such as the monitoring of governance 
processes, controls and risk management in the Municipality. The Committee also ensures 
effective communication between the internal auditors, external auditors, the Council, and 
management. The minutes of the proceedings of the municipality's audit committee 
meetings are tabled at the Council meetings. 


The Audit committee commenced in February 2009 and held three (3) scheduled meetings 
for the year ended 30 June 2009. The audit committee attended to the following significant 
matters: 
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• Reviewing and approval of the audit and risk committee charter 

• Reviewing and approval of the internal audit charter 

• Review of the internal audit plan 

• Review of management action plans in response to the audit findings of the Auditor 
General and Internal Audit for the 2008 financial year 

• Adequacy, reliability and accuracy of financial information provided by management. 

• Effectiveness of internal control systems 


The Committee is responsible for the maintenance of the professional relationship with 
external auditors. The external auditors have unrestricted access to the Committee and the 
Council. The Committee also annually assesses non-audit work done by external auditors to 
ensure the independence of the external auditors is maintained. The Committee in 
assessing the independence of the external auditors reviews independence letters submitted 
by the external auditors, these letters include amongst others, non-audit services provided 
by the external auditors for the period under review. 


The Internal Audit Charter which lays down the purpose, authority and responsibility of the 
internal audit function is approved by the Committee and the Council. The Committee 
concurs with the appointment of the Internal Auditors. It also reviews the scope and 
coverage of the internal audit function and has approved its coverage and work plan for the 
period under review. The internal auditors have unrestricted access to all functions, records, 
property and personnel of the Company. To enhance their independence the internal 
auditors have unrestricted access to the Committee and the Council. 


Management is focused on continuous improvements to the system of internal control. The 
internal audit function reviews the adequacy and effectiveness of internal controls. The 
Committee reviews the internal audit reports and assesses the role, independence and 
effectiveness of the internal audit function on a continuous basis. 


The Committee confirms that it carried out its functions responsibly and has satisfactorily 
complied with its mandate for the period under review. The Committee has also satisfied 
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itself that the external auditors are independent and are hereby able to conduct their audit 
functions without any undue influence from the Municipality. 


N Swana CA (SA) 

Chairperson of the Audit and Risk Committee 
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Key Performance Area 5 - GOOD GOVERNANCE AND PUBLIC 
PARTICIPATION 


5.1 Overview of the Executive and Council functions and achievements 
Executive Committee 


Councilor 

Portfolio 

Cllr M.W. Mtakati 

Chairperson 

Cllr H.Z. Cube 

Chairperson - Finance and Administration 

Standing Committee 

Cllr N. Mfiki 

Chairperson - Community Services Standing 

Committee 

Cllr J.T. Tambodala 

Member 

Cllr B. Nokanda 

Chairperson - Local Economic Development 

Standing Committee 

Cllr A.N. Ncoyini 

Chairperson - Engineering and Development 

Standing Committee 


The Council 


Councilor 

Portfolio 

Cllr M.W. Mtakati 

Mayor 

Cllr P. Langa 

Speaker 

Cllr N. Kawu 

Chief Whip 

ClIrZ.H. Cube 

Exco Member 

Cllr N. Mfiki 

Exco Member 
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Cllr T.T. Tambodala 

Exco Member 

Cllr B. Nokanda 

Exco Member 

Cllr A.N. Ncoyini 

Exco Member 

Cllr K.l. Marini 

Councilor 

Cllr N. Gaya 

Councilor 

ClIrZ.H. Cube 

Councilor 

Cllr P. Ngozi 

Councilor 

Cllr N.R. Nodela 

Councilor 

Cllr K. Hanxa 

Councilor 

Cllr N. Qikani 

Councilor 

Cllr S. Ndabeni 

Councilor 

Cllr B.P. Vapi 

Councilor 

Cllr N. Tshiceka 

Councilor 

Cllr N. Xhongo 

Councilor 

Cllr J.T. Qikani 

Councilor 

Cllr C. M. Mzilikazi 

Councilor 

ClIrD.S. Ncola 

Councilor 

Cllr J.S. Lobi 

Councilor 

Cllr M.N. Matentamo 

Councilor 

Cllr A. Jakavu 

Councilor 

Cllr D.M. Mangqo 

Councilor 

Cllr V. Msobo 

Councilor 

Cllr R.M. Zweni 

Councilor 
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Cllr M. Hilihili 

Councilor 

Cllr T. Saziwa 

Councilor 

Cllr N.W. Zwelonke 

Councilor 

Cllr J. Jijimba 

Councilor 


5.2 Public participation and consultation 

During the IDP compilation process, IDP Steering Committee and IDP Representative forum 
meetings convene to consider IDP Priorities. Once a Draft IDP and Draft Budget are tabled 
to council, IDP and Budget Roadshows/I mbizo’s where all wards are visited are convened. 
In these roadshows both the Draft documents are presented and community comments are 
sought, and where applicable, necessary changes are made prior final adoption. 

There are also constant engagements with the key stakeholders (Ratepayers Association; 
Caguba Community Property Association; Traditional Leaders, etc) whenever matters arise. 

5.3 Ward committees’ establishment and functionality 

Port St Johns Municipality has 16 wards. All these wards are each represented by a ward 
committee member who attends meetings. Ward Committees convene meetings and all 
members do attend meetings in their respective wards. 

Ward committees submit monthly minutes of the proceedings to the Speakers Office. The 
Office of the Speaker keeps records of the minutes of feedback meetings with communities. 

5.4 Community Development workers performance monitoring 

Monthly reports are compiled by all CDW’s which are submitted to the office of the speaker. 
Each CDW attends 10 to 15 cases per month in their respective wards. CDW’s form part of 
the municipal gatherings such as the IDP and contribute thereof. 


5.5 Communication strategy 
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Communication Strategy was not developed during the period under review; however, it was 
developed in August 2009 and awaits council approval. 

5.7 Intergovernmental Relations 

The municipality did not have an IGR framework during the period under review. 


5.8 Legal matters 

5.8.1 Setting up of Legal Units 

The municipality does not have a legal services department. All legal services are 
outsourced to Le Roux Inc. Attorneys who specialises in public law. 

5.8.2 Management of litigation 

1. Case age analysis, 


Case name 

Nature of the case 

Date of 

Cases of 

Cases 

Reasons for extensive 



commenc 

2 years 

beyond 2 

duration 



ement 

or bellow 

years 


Estate Late: P.M. 

Recovery of 

26/05/06 



Judgement was 

Ngcingwana 

rates and taxes 




obtained against the 

state of the late P.M. 

Ngcingwana and we 

are waiting for the 

estate to be finalised 

for payment to be 

received. 



26/05/06 



The claim has been 

B.Z. Ngcingwana 

Recovery of 




defended and we 


rates and taxes 




are waiting for a trial 






date to be allocated. 
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26/05/06 



Judgement has 

Coastal 

Recovery of 




been obtained but 

Properties 

rates and taxes 




sheriff is refusing to 

co-operate in order 

to execute 

judgement 


2. Prevention mechanisms of current litigations: 

The municipality has got systems in place which are aimed at preventing 
the municipality against litigation. 

3. Criminal matters emanating from corruption and fraud 

The municipality has adopted a fraud prevention policy and during the 
year under review no cases of fraud were reported. 

5.8.3 Management of Legal Risks 

The municipality has prepared a draft risk management policy that will be 
adopted shortly. Legal risk management forms part of the mandate of the audit 
committee. 
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4. PERFORMANCE REPORT 


Municipal Manager's Office 



PERFORMANCE TARGET 

UNIT OF 
MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL PERFORMANCE 

EXPLANATION OF 
VARIANCE 





1 

VOTE/OBJECTIVE: To ensure submission of 
statutory reports; co-ordination of iGR activities; 
co-ordination of internal and external audit 
services. 





1.1. 

Submit the 2009/10 integrated Development Plan to 
Council for Approval. 

Council Resolution 

1 

IDP for 2009/10 was approved by 
council on 28 May 2009. 

N/A 

1.2. 

Monitor and act on Service Delivery and Budget 
Impelmentation Plan performance of all departments 
including Quarterly Performance Assessments. 

Submission of Reports to 
council 

4 

Quarterly SDBIP implementation 
reports were submitted to council (see 
portfolio of evidence. Also quarterly 
performance assessments for senior 
managers were performed. 

N/A 

1.3. 

Ensure execution of council resolutions within the set 
timeframes 

Quarterly reports to council 

4 



1.4. 

Submission of monthly, quarterly and annual reports to 
council 

Council Resolution 

4 

All statutory reports (Monthly, quarterly 
and mid-year reports have been 
submitted to council. 

N/A 

1.5. 

Co-ordinate the sitting of management meetings 

Minutes of management 
meetings. 

12 

During the financial year under review, 

5 management meetings were held. 


1.6. 

Co-ordinate the compilation of performance plans for 
departmental managers 

Council Resolution 

1 

Annual performance plans for the year 
under review were compiled together 
with the Service Delivery and Budget 
Implementation Plan. 

N/A 

1.7. 

Ensure submission of Annual Report. 

Council Resolution 

1 

An annual report was tabled to council 
on 31 March 2009. 

The reason for not achieving 
the set statutory date for 
adoption was because of the 
late issue of the final audit 
report by the Office of the 

Auditor General. 

1.8. 

Assist in the compilation of an Oversight Report 

Council Resolution 

1 

An oversight report was adopted by 
council on 19 June 2009. 

The reason for not achieving 
the set statutory date for 
adoption was because of the 
late issue of the final audit 
report by the Office of the 

Auditor General. 

1.9. 

Assist the Mayor in formulating EXCO reports. 

Reports to council 

4 

During the year under review, 4 
ordinary and 1 special EXCO meetings 
were held. 


1.10. 

Facilitate the establishment of an Audit Committee 

Council Resolution 

1 

An audit committee was established 
with its initial sitting on 09 February 

2009 and is fully functional. 


1.11. 

Facilitate the appointment of members of the Audit 
Committee 

Council Resolution on names of 
appointed members. 

1 

Four members of the audit committee 
were appointed (3 of them Chartered 
Accountants and 1 being a qualified 
accountant). 

N/A 







1.12. 

Facilitate the compilation of a municipal risk 
assessment exercise. 

Council Resolution 

1 

A municipal risk assessment was 
compiled for the entire municipality. 

N/A 
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PERFORMANCE TARGET 

UNIT OF 
MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL PERFORMANCE 

EXPLANATION OF 
VARIANCE 





1.13. 

Facilitate the signing of a Service Level Agreement with 
OR Tambo District Municipality for the Internal Audit 
Services. 

Signed Service Level 

Agreement 

1 

A service level agreement was signed 
on 14 January 2009. 


1.14. 

Facilitate the compilation and submission of the Internal 
Audit Charter and Audit Committee Charter to council 

Council Resolution 

1 

Both the internal audit charter and the 
audit committee charter were submitted 
to a council meeting of 26 March 2009. 


1.15. 

Co-ordinate meetings with Auditor General so as to 
ensure prompt response of audit issues raised. 

Confirmation by Auditor 

General of reciept of 
responses. 

3 

All audit issues raised for the 2007/08 
financial year were duly attended to by 
management. 

N/A 

1.16. 

Facilitate the development of municipal website 


1 

A municipal website was developed and 
is fully operational. It was formally 
launched at a council meeting of 29 

June 2009. 

N/A 

1.17. 

Facilitate the development of an MFMA implementation 
plan 

Council Resolution 

1 

An MFMA implementation plan was 
developed and presented to a council of 
29 June 2009. 
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Budget and Treasury Office 



PERFORMANCE TARGET 

UNIT OF 
MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL 

PERFORMANCE 

EXPLANATION OF 
VARIANCE 





1 

VOTE/OBJECTIVE: To ensure sound financial 
management through effective revenue & 
expenditure management and credit control. 





1.1. 

Development of a Revenue Enhancement Strategy 

Council Approved Strategy 

1 

The revenue enhancement 
strategy was completed in 
the third quarter and 
approved by council in the 
fourth quarter. 

Implementation plan for the 
strategy discussed at an audit 
committee meeting of 26 

August 2009. 

1.2. 

Appointment of a Service Provider to perform the 

General Valuations 

Appointment letter for the 
service provider. 

1 

Service provider was 
appointed in January 2008. 

N/A 

1.3. 

Conduct the General Valuations 

Approved Valuation Roll 

1 

The general valuation was 
completed and implemented 
as from the 1st of July 2009. 

N/A 

1.4. 

Maximum collection of Revenue 

Collection of approximately 

50% of Billed Revenue. 

100% Of 50% 

Only 40% was collected 
during the year. 

We are still working on 
collecting monies owed by 
government departments. 

Also delays in appointing a 

Debt Collector that resulted in 
appointment being made only 
in July 2009. 

1.5. 

Ensure that expenditure incurred is in line with council 
approved budget. 

Quarterly reports to council 

4 

All expenditure incurred by 
the municipality is as per the 
approved budget. 


1.6. 

Development of finance procedures 

Documented procedures 

1 

Draft procedures completed. 

Awaiting Council approval and 
workshopping. 







2 

VOTE/OBJECTIVE: To ensure compliance with the 
MFMA with regards to Budgeting Principles 
(Chapter 4) 





2.1. 

To develop a Budget and IDP process plan in line with 
MFMA requirements. 

Tabling to council 

1 

Was table in August 2008. 

N/A 

2.2. 

Compilation of an Adjustments Budget. 

Council approved 

Adjustments Budget 

1 

Was approved on the 15th of 
April 2009. 

N/A 

2.3. 

Review of Budget Related Policies in preparation for 
the next years budget. 

Council approval of policies 

1 

Were approved on the 28th 
of May 2009 with budget and 
IDP. 

N/A 

2.4. 

Compilation of the Draft Budget for 2010/12 MTEF 
period. 

Tabling to council by 31 

March 2009 

1 

Was tabled on the 31 of 

March 2009. 

N/A 

2.5. 

Submission of final budget for 2010/12 MTEF period for 
approval by council. 

Approval by council by 31 

May 2009 

1 

Was approved on the 28 of 

May 2009. 

N/A 







3 

VOTE/OBJECTIVE: To ensure that the Supply Chain 
Management Policy is effectively implemented. 
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PERFORMANCE TARGET 

UNIT OF 
MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL 

PERFORMANCE 

EXPLANATION OF 
VARIANCE 





3.1. 

Development and maintenance of a supplier database. 

Updated database. 

4 

A manual database is 
maintained for all service 
providers. 

N/A 

3.2. 

Ensure that goods procured are in line with the Supply 
Chain Management Policy 

Quarterly reports to Municipal 
Manager for council 
consideration. 

4 

Target achieved. All 
procurement is done through 
the approved SCM policy and 
in line with the council 
approved budget. 

N/A 

3.3. 

Review of the Supply Chain Management Policy 

Council Approved policy 

1 

A review was done but 
council approval only took 
place during the 2009/10 
financial year. 

Council approval only done 
during 2009/10. 

4 

VOTE/OBJECTIVE: To ensure effective Asset 
Management 





3.1. 

Appointment of a Service Provider to insure municipal 
Assets for 2009/10 financial year. 

Appointed Service Provider 

1 

Target achieved. Indwe Risk 
Services was the municipal 
insurer. 

N/A 

3.2. 

Maintenance of a Fixed Assets Register 

Updated Fixed assets register 

1 

Target Achieved. 

N/A 

3.3. 

Physical Verification and Bar coding of assets. 

Existence of fixed assets. 

1 

Target Achieved. 

N/A 

3.4. 

Facilitate the disposal of fixed assets 

Proceeds from disposal of 
fixed assets 

1 

Target not fully achieved. 1st 
Beach camp site disposed. 

The old municipal assets will 
be disposed after a new fleet 
is acquired. Acquisition only 
budgeted for during 2009/10. 







5 

VOTE/OBJECTIVE: To ensure full implementation 
of the PROMUN system 





5.1. 

Capture opening balances for the 2007/08 financial 
year 

Report generated from 
PROMUN 

1 

Done in June 2009. 

N/A 

5.2. 

Capture the Adjstments budget figures for 2008/09 on 
PROMUN 

Report generated from 
PROMUN 

1 

Target Achieved. 

N/A 

5.3. 

Facilitate training of users on PROMUN 

Trained staff members 

1 

Target Achieved (Creditors 
Module; Debtors 
Module;Cashbook and 

General Ledger were 
performed) 

Fixed Assets Module only 
done during the 2009/10 
financial year. 

6 

VOTE/OBJECTIVE: To ensure compliance with the 
MFMA In respect of Required Reports. 





6.1. 

Submission of monthly Section 71 reports. 

Submitted report to Municipal 
manager 

12 

All S71 reports submitted to 
the Municipal Managers 
office. 

N/A. 

6.2. 

Submission of Mid year Section 72 report 

Submitted report to Municipal 
manager 

1 

Target partially achieved. 

Has been submited but late. 

6.3. 

Compilation and Submission of Annual Financial 
Statements to the Office of the Auditor General 

Submitted Annual Financial 
Statements 

1 

Done but late. 

Were submited on the 5tb of 
September 2009. 
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Corporate Services 



PERFORMANCE TARGET 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL 

PERFORMANCE 

EXPLANATION 
OF VARIANCE 





1 

VOTE/OBJECTIVE: Administration 





1.1 

Ensure compliance with legislation, regulations, policies & 
prescripts (PMS; 4 Ordinary council meetings; HR policies 
etc). 

An approved council strategy 
document and operational plan. 

100% 

Performed as expected 

No Variance 

1.2. 

Educate staff on legal provisions & compliance areas. 

4 workshops 

4 

Performed as expected 

No Variance 

1.3. 

Esnsure sustainability of services provided in compliance 
with legislation. 

Development of maintenance 
program. 

100% 

Performed as expected 

No Variance 

1.4. 

Ensure compliance reporting to council and its structures. 

Compliance monitoring & reporting to 
be a standing item in council agenda. 

100% 

Performed as expected 

No Variance 

1.5. 

Ensure development, implementation and compliance with 
council by-laws. 

Approval by council and 
implementation there-of 

100% 

Performed as expected 

No Variance 

1.6. 

Workshop all councilors and staff on approved by-laws 

Attendance of workshops by 
councilors and staff. 

100% 

Performed as expected 

No Variance 

1.7. 

Ensure communities understand council by-laws. Conduct 
compliance audits on the implementation of by-laws. 

Compliance reports. 

100% 

Performed as expected 

No Variance 

1.8. 

Conduct training of personel on the provisions of the 
indigent policy. 

Number of staff who attended the 
training. 

100% 

Performed as expected 

No Variance 

1.9. 

Conduct training of staff on customer care and Batho Pele 
policies. 

Number of staff who attended the 
training. 

100% 

Performed as expected 

No Variance 

2 

VOTE/OBJECTIVE: Human Resources 





2.1. 

Maintain accurate and reconciled leave records. 

Up-to-date leave register. 

100% 

Performed as expected 

No Variance 

2.2. 

Ensure implementation and monitoring of the performance 
management system. 

Council approved performance 
management strategy. 

1 

Performed as expected 

No Variance 

2.3. 

Ensure implementation of a uniform employee remuneration 
system. 

Market related remuneration 
packages. 

100% 

Performed as expected 

No Variance 

2.4. 

Ensure that all staff performance is reviewed regularly and 
performance improvement methods implemented. 

Monthly & Quarterly performance 
reports. 

100% 

Performed as expected 

No Variance 

2.5. 

a) Ensure that all positions in the department are filled. 

Approved departmental structure. 

1 

Performed as expected 

No Variance 


b) Development of job descriptions for all posts In the 
organogram. 

Job descriptions for all posts. 

1 

Performed as expected 

No Variance 







3 

VOTE/OBJECTIVE: Labour Relations 





3.1. 

a) Develop and implement a strategy for the management of 
employee turnover. 

Approved strategy document and 
implementation plan. 

1 

Performed as expected 

No Variance 
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PERFORMANCE TARGET 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL 

PERFORMANCE 

EXPLANATION 
OF VARIANCE 






b) Ensure compliance to Labour Relations legislation. 

Compliance with Bargaining Council 
prescripts. 

4 

Performed as expected 

No Variance 













4 

VOTE/OBJECTIVE: Council Support 





4.1. 

Ensure that Council Resolutions are well documented and 
filed. 

Circulate action lists with timeframes 
must be circulated to responsible 
persons within 2 days after the 
meeting. 

100% 

Performed as expected 

No Variance 

4.2. 

Facilitate atleast 1 Corporate governance awareness 
workshop per semester. 

Attendance of workshops by officials. 

4 

Perfomed (See Manager 
in the MM'S Office) 

Varience, (See Manger in 
the MM'S Office) 

4.3. 

Enhance operational effectiveness of the Council and its 
Committees. 

Approved work-plan by council 

100% 

Performed as expected 

No Variance 

4.4. 

Facilitate performanace assessment of the Council and its 
Committees 

Annual performance assessment of 
council and its committees. 

1 

Performed as expected 

No Variance 

4.5. 

Ensure that all Council committees operate within approved 
terms of reference. 

Annual review of terms of reference of 
council committees. 

1 

Performed as expected 

No Variance 

4.6. 

Co-ordinate the preparation of the Agenda by the Speaker's 
office and circulate notice of meeting & supporting 
documents to members at least 7days before each meeting. 

Circulation of agenda 7 days before 
each Council meeting. 

100% 

Performed as expected 

No Variance 

4.7. 

Ensure that the meeting venue are properly organized for 
each meeting. 

Availability of venue. 

100% 

Performed as expected 

No Variance 







5 

VOTE/OBJECTIVE: Ensure adherence to 
Occupational Health & Safety principles. 





5.1. 

Develop a Health and Safety policy to reduce the risks 
within the workplace. 

Council approved health and safety 
document. 

1 

Not Performed 

100%of varience (But 
Health and Safety Act 
was used to guide the 
Municipality instead of 
the policy) 

5.2. 

Ensure that municipal employees are insured for 
occupational injuries & diseases. 

Facilitate payment of insurance for 
occupational injuries. 

4 

Performed as expected 

No Variance 

5.3. 

Ensure that the municipalilty's legal obligation to reduce 
risks to health and safety in the workplace is implemented 
and that the workplace is monitored to protect the health 
and safety of employees. 

Reduction of accidents at work. 

100% 

Performed as expected 

No Variance 

5.4. 

Appoint and train health and safety representatives for each 
section of the municipality. 

Appointed and trained 
representatives. 

100% 

Performed as expected 

No Variance 

5.5. 

Develop evacuation plans & conduct periodic drills. 

Approved evacuation plan and 
periodic drills. 

100% 

Not Performed 

100% of varience 

5.6. 

Ensure that fire extinguishers exist and are in good working 
condition and employees are able to use them. 

Existence of serviced working fire 
extinguishers. 

100% 

Performed as expected 

No Variance 

5.7. 

Ensure that a minimum of 5% of employees are trained on 
First Aid annually. 

5% of trained employees on first aid. 

100% 

Not Performed 

100% of varience 
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5.8. 

Ensure that a fully fledged emergency First Aid Kit is 
avaiiable for emergencies. 

Existence of a First Aid Kit. 

1 

Not Performed 

100% of varience 

5.9. 

Establish a workplace health and safety committee to deal 
with general health and safety issues in the workplace. 

Established and convening committee 

100% 

Performed as expected 

No Variance 
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PERFORMANCE TARGET 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL PERFORMANCE 

EXPLANATION 

OF VARIANCE 





1 

VOTE/OBJECTIVE: To promote & develop tourism; arts; 
craft artd culture 





1.1. 

Provide project support to the PSJ Development Agency 

Transfer of funds to the Agency 

4 

Project Funds have been transfered 
to PSJDA. 

N/A 

1.2. 

Provide project support to the Tombo Entrepreneurial 
Development Centre (TEDC). 

Transfer of funds to the TEDC. 

4 

Project Funds have been transfered 
to TEDC 

N/A 

1.3. 

Provide financial support to the Local Tourism Office (LTO) 

Transfer of funds to the Local Tourism 
office. 

4 

Support has been provided to the 

LTO 

N/A 

1.4. 

Facilitation of the Wild Coast Spatial Development Initiative 
(SDI). 

Hosted festival 

1 

Facilitated festival & was held in 

Dec. 2008 

N/A 

1.5. 

Development and update of the PSJ Brochure 

Availability of PSJ Brochure 

4 

Brochure was developed and is 
available at the Local Tourism 

Office. 

N/A 

1.6. 

Mobilize funding for the Establishment of the Mzimvubu River 
Front Development. 

Availability of Funds 

1 

A service provider has been 
appointed by DEAT to develop a 
business plan for the river front. 

Also a funding commitment to the 
tune of Rll.Sm. 

N/A 

1.7. 

Mobilize funding for the Ntafufu Beach Facilities 

Availability of Funds 

1 

A service provider appointed by 

DEAT is busy with the 
implementation of the project. A 
Funding commitment to the tune of 
R5.3m. 

N/A 

1.8. 

Development of a Beach Management Plan 

Developed Plan 

1 

Draft plan in place 

N/A 







2 

VOTE/OBJECTIVE:Development of Agriculture; SMME’s 
and Poverty Alleviation 





2.1. 

Facilitate the establishment of Department of Agriculture 
Programmes (Siyazondia; CASP; Massive Food etc.) 

Quarterly reports 

4 

Report of funded projects attached 

N/A 

2.2. 

Mobilize resources for the Establishment of the Fish Factory. 

Availability of Funds 

1 

Fund approved by DEATto the tune 
of R5m. 

N/A 

2.3. 

Establishment of the Fish Factory 

Established Fish Factory 

1 

Currently busy with facilitation of the 
project. 

N/A 

3 

VOTE/OBJECTIVE: To render environmental management 
services 





3.1. 

Development of the Environmental Management Plan (EMP) 

Approved Plan 

4 

Draft Plan in place. 

N/A 
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PERFORMANCE TARGET 

UNIT OF MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL PERFORMANCE 

EXPLANATION OF VARIANCE 











1 

To facilitate poverty alleviation 
initiatives 





1.1 

Facilitate the provision of poverty 
alleviation initiatives 

Quarterly Reports 

4 

The following inititives were facilited: Twenty casual 
employees were employed for three months by the 

O.R Tambo DM for the period 01 November 08 to 31 
January 2009. Roads and Transport also has 
employed 20 people for 18 months. The 

Development Agency through the Coast Care 
programme employed twenty people for threee 
years. Renovation done at the Development Agency 
granted another opportunity for 15 people. 

N/A 

2 

To facilitate Sports & Recreation 
Initiatives 





2.1. 

Formation of a sports Association. 

Active Sports Association 

1 

The Sport Association was formed on the 19/01/09 
and the Excutive Committee was elected. 

N/A 

2.2. 

Facilitate the establishment of a 

Gospel Structure. 

Fully established structure. 

1 

The gospel structure was formed on the 28 May 2009 
and the Executive Committee was elected. Currently 
we are in the process of establishing ward structures. 

N/A 

3 

To render Traffic Safety Services 
& Security 





3.1. 

Facilitate the Formation of 

Community Policing Forums (CPF's) 

Active Forum in place. 

2 

Formed structures are as follows: ward 01, ward 2, 
ward 3, ward 4 ward 5, ward 6 ward 8, and ward 9. 

Awaiting launch of all wards 







4 

Facilitate the provision of disaster 
management services 





4.1. 

Conduct disaster awareness 
campaigns 

Number of meetings held. 

2 

Disaster awareness campaigns were conducted in 
the following areas Ward 12- Taleni A/A, Ward 10- 
Mtambalala A/A and Ward 14 - KwaNyathi. Three 
schools were visited per ward in the following wards. 
Ward 1 - 2 school. Ward 2- 3 School, Ward 3-3 
schools, ward 5-3 schools, ward 6-3 schools, ward 7 
- 3 schools. 

Done several times during June since 
winter is most critical time when fires are 
ripe. 

5 

Provision of Traffic & Pound 
Services 






Impounding of stray animals 

Animals impounded 

12 

Stray animals were impounded with the assistance of 
the provincial Traffic Department and taken to 

Mthatha from April to May 2009. 

Pounds in Mthatha Municipality provides 
volunteers to assist the provincial Dept. 

5 

Provision of Waste Management 
Services and Maintenance of 

Solid Waste Site and Parks 





5.1. 

Rehabilitation of the municipal 
landfill site. 

Quarterly Reports 

4 

On a quarterly basis, the solid waste site is backfilled 
with the excavator. 

N/A 

5.2. 

Provision of waste collection 
services for the Urban Area. 

Clean Town 

4 

On a weekly basis, waste is collected from the refuse 
bins. 

N/A 

5.3. 

Maintenance of municipal Parks 

Clean Parks 

4 

All municipal parks are maintained on a daily basis. 

N/A 
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PERFORMANCE TARGET 

UNIT OF 
MEASUREMENT 

ANNUAL 

TARGET 

ACTUAL PERFORMANCE 

EXPLANATION OF 
VARIANCE 





1 

VOTE/OBJECTIVE: To ensure maintenance of roads; 
storm-water; drainage; buiiding services and Street 
lights 





1.1. 

To ensure that 512l<m of municipal rural access roads 
are maintained to the required standards. 

To maintain access roads in 
atleast 3 villages per ward. 

4 

Target not achived. Only 166 km of 
roads were maintained. 

Target could not be achieved 
due to plant breakage. 

1.2. 

Formulation of an Integrated Transport Plan (ITP). 

Council approved ITP. 

1 

Target achieved. Assistance to 
develop the document was received 
from ORTDM. 


1.3. 

Revival of District and Local Transport Forum 

Regular forum meetings 

1 

Target achieved. Local Transport 
Forum Revival done and meetings 
were held. 


1.4. 

Facilitate maintanance of National and District Roads by 
the Department of Roads and Transport. 

Meetings held and Roads 
maintained by DORT. 

4 

Target achieved. Meetings were 
held with DORT monthly. 


1.5. 

Facilitate the appointment of a service provider for the 
maintenance of street lights. 

Number of street lights 
maintained. 

4 

Target achieved. 40 streetlights 
were maintained. 








2 

VOTE/OBJECTIVE: Water & Sanitation Services 





2.1. 

Facilitate maintenance of water and sanitation 
infrastructure by the ORTDM. 

Reduction in number of 
complaints from the 
consumers. 

4 

Target not achieved. A number of 
complaints were received from 
consumers. 

Recent droughts that were 
experienced led to the water 
sources drying up. 

2.2. 

Facilitate the provision of water and sanitation 
infrastructure by the ORTDM to the informal settlements. 

Availability of water to the 
informal settlement. 

4 

Target achieved. Water was being 
cart to informal settlements by 
ORTDM. 








3 

VOTEfOBJECTIVE: Municipal Building and 
Maintenance 





3.1. 

Facilitate the extension of municipal offices 

Availability of additional offices 

1 

Target achieved. National Treasury 
donated 2 mobile offices to the 
municipality. 








3 

VOTE/OBJECTIVE: To ensure rollout of Eskom 
Services 





3.1. 

Facilittate the provision of rural electrification programme 
by ESKOM. 

Number of rural villages 
electrified. 

4 

Target achieved. 20 villages 
(Goqwana AA & Mbotyi AA)were 
electrified as according to the 
planed programme. 








4 

VOTE/OBJECTIVE: To ensure provision of Town 
Planning Services in conformity with the Building 
Regulation Act. 
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4.1. 

To ensure approval and monitoring of all building plans. 

Number of building plans 
approved. 

4 

Target achieved. 4 building plans 
approved as according to the 

National Building Regulation Act. 


4.2. 

To monitor rezoning; relaxation; subdivision; 
consolidation; alteration and encroachment of buildings. 

Number of applications 
received. 

4 

Target achieved. 6 applications 
received were proccessed and 
approved. 


4.3. 

Facilitate the provision of housing development. 

Number of units erected. 

4 

Target not achieved. No houses 
were built during the year. 

The dept of Housing did not 
approve any housing project 
for this financial year. 







5 

VOTE/OBJECTIVE: To ensure implementation of MiG 
budgeted projects 





5.1. 

Establishment of a Program Management Unit (PMU) 

Fullly established unit. 

1 

Target achieved. Employed a PMU 
Manager and a secretary including 
acquisition of IT Infrastructure. 


5.2. 

Review/ and submission of the PMU business Plan and 
approval thereof. 

Approved business plan by 

DPLG. 

1 

Target achieved. PMU business 
plan approved by Dpig. 
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AUDiTOR-OENERAL 

SOUTH AFRICA 

REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF PORT ST JOHNS MUNICIPALITY FOR THE YEAR 
ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 . I have audited the accompanying financial statements of the Port St Johns Municipality 
which comprise the appropriation statement, the statement of financial position as at 
30 June 2009, and the statement of financial performance, the statement of changes in 
net assets and the cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes, as set out on pages [xx] to 

[XX]. 


The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Statements of Generally Recognised 
Accounting Practice (Statements of GRAP) and in the manner required by the Municipal 
Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA), and for such interna! 
control as the accounting officer determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or 
error. 


The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing read 
with General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 
2008. Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

Auditing to build public confidence 

Audi?®r“Gener«a! Republic of South Africa 

PO Box 13252 Vincent 5217 Eastern Cape • Docex 72 'Tel: ■*■27 (0)43 709 7200 • Fax; ■t^27 (0)43 709 7300 • www.agsa.co.zo 



6. Paragraph et seq. of the Statement of Generally Recognised Accounting Practice, 
GRAP 1 Presentation of Financial Statements requires that financial reporting by 
entities shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. As the budget reporting standard is not 
effective for this financial year, I have determined that my audit of any disclosures made 
by the Port St Johns Municipality in this respect will be limited to reporting on non- 
compliance with this disclosure requirement. 

7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 


Basis for qualified opinion 

Value Added Tax 

8. A difference of R 198,679 was identified between the vat control account and the 
VAT201 returns for the year, for which management could not provide an explanation 
for the difference. Further, discrepancies in vat input and output were identified during 
audit testing in that output vat on revenue was incorrectly calculated in certain 
instances, as well as input vat claimed on expenditure where suppliers’ invoices did not 
contain the suppliers’ VAT registration number. 

9. A Value Added Tax refund of R 5,180,593 is included in current assets on the 
Statement of Financial Position. The recoverability of this amount is questionable as a 
refund amount of R2, 030, 980 has been outstanding since the prior year and no refunds, 
or parts thereof, have been paid by South African Revenue Services (SARS). 


Material non-compiiance with legislation 

10. Included in current liabilities, under creditors, is an amount of R 7,987,799 relating to 
payroll creditors. Included in this total is an amount of R 6,379,436 for a PAYE liability 
owed by the municipality to SARS. This liability arose as the municipality was 
experiencing cash flow problems and was not able to fund these payments to SARS. 
This represents material non-compliance with paragraph 2 of the Fourth Schedule of 
the Income Tax Act, 1962 (Act 58 of 1962) as well as section 65(2){f) of the MFMA. 

11. Representations from management state that an agreement between SARS and the 
municipality has been made whereby SARS will withhold the VAT refund and offset this 
against PAYE liability. Documentary evidence was provided as proof of this agreement 
however, there was no confirmation of the amount that SARS has agreed to offset. 
Further, should the offset occur, a material balance will still remain, of which it is 
doubtful whether this amount will be paid by the municipality at the municipality is 
experiencing cash flow difficulties. 


Accounts payable 

12. An adjustment of R 290,340, reducing creditors and bank accordingly, was identified 
during audit testing on creditors. Adequate supporting documentation or explanations 
for this adjustment could not be provided by management. 


Financial instruments 

13. The municipality failed to comply with the provisions of the International Accounting 
Standards (IAS) 32 and 39 relating to the disclosure, recognition and measurement of 
financial instruments. It was not possible to assess the impact of such non-disclosure 
on the financial statements. Furthermore, the municipality did not comply with the 



disclosure requirements of the International Financial Reporting Standard (IFRS) 7, 
either in the statement of financial position or in the notes to the annual financial 
statements. 


Qualified opinion 

14. In my opinion, except for the effects of the matters described in the Basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material respects, the 
financial position of the Port St Johns Municipality as at 30 June 2009 and its financial 
performance and its cash flows for the year then ended, in accordance with the 
applicable reporting framework and in the manner required by the MFMA. 


Emphasis of matters 

I draw attention to the following matters on which I do not express a qualified opinion: 

Amendments to the applicable basis of accounting 

15. Government Notice No. 522 issued in Government Gazette No. 30013 of 29 June 2007 
delayed the implementation of certain aspects of the GRAP reporting framework, in 
terms of section 122(3) of the MFMA, for high and medium capacity municipalities until 
the 2008/09 reporting year. The municipality has adopted the standards of GRAP and 
has opted to make use of the Transitional Provisions as set out in Directive 4 as issued 
by the Accounting Standard Board (ASB). 

16. In the prior financial year, the municipality had elected to early adopt the standards of 
GRAP, GAMAP and SA GAAP and to utilize exemptions available to high capacity 
municipalities as listed in Annexure A of the abovementioned Gazette. The effects of 
the changes are included in note 19 to the annual financial statements - Change in 
Accounting Policy - Implementation of GRAP. 


Going concern 

17. The municipality is considered to be a going concern risk as it is highly dependent on 
Government Grants which constitutes 93% of total income for the municipality. In the 
event that government grants decrease significantly, the municipality may not be able to 
continue rendering basic services to the local community. 

18. 1 further draw attention to the fact that the municipality operated on an overdraft during 
the year, the balance at year end amounting R 1,473,008 as disclosed in note 12 of the 
financial statements. 

19. Due to the above going concern risks. Port St Johns Municipality will not be in a position 
to meet its obligations in the foreseeable future without financial support from 
government. This matter was also not disclosed in the financial statements. 


Consolidation of Port St Johns Development Agency 

20. Port St Johns Development Agency is a section 21 company incorporated by Industrial 
Development Corporation (I DC) for the purpose of managing tourism in Port St Johns. 
Uncertainty existed at the municipality about the ownership and control of the 
development agency, and as a result, the municipality has not accounted for the 
development agency as a municipal entity. However, the municipal manager is listed 
as a director of the company, and the municipality’s Local and Economic Development 
Manager is currently acting as CEO for the development agency. As a result, the 



municipality has control over the development agency and should account for it as a 
municipal entity. 

21. In terms of GRAP 6 - Consolidated and separate financial statements, the municipality 
has control over the development agency and the financial statements of the 
development agency should therefore be consolidated in the financial statements of the 
municipality. However, the development agency has not prepared financial statements 
since its incorporation. 

22. Further, the municipality did not disclose in the notes to the financial statements details 
of the municipal entity as required in terms of section 125(1){a) of the MFMA. 


Irregular and fruitless and wasteful expenditure 

23. As disclosed in note 24 to the financial statements, fruitless and wasteful expenditure to 
the amount of R 867,073 was incurred as a result of defaulting on payment terms due to 
the financial difficulties experienced by the municipality. 

24. Further, note 24 to the financial statements discloses irregular expenditure to the 
amount of R 1,862,611 relating to supply chain processes and procedures not being 
followed. 


Restatement of corresponding figures 

25. As disclosed in note 19 to the financial statements, the corresponding figures for the 
2007/08 financial year have been restated in the financial statements for the year ended 
30 June 2009 as a result of an error identified during the current financial year relating 
to the application of transitional provisions of Directive 4 relating to GRAP 17 - 
Property, plant and equipment. 


Prior period error 

26. During the current financial year, a prior period error relating to receivables was 
identified. This relates to a difference between the age analysis and the debtors 
control, as well as the reversal of uncleared historical credit balances in the debtors 
control account. This has been disclosed in note 21 to the financial statements. 


OTHER MATTERS 

I draw attention to the following matters that relate to my responsibilities in the audit of the 
financial statements; 


Unaudited supplementary schedules 

27. The municipality provided supplementary information in the financial statements on 
whether resources were obtained and used in accordance with the legally adopted 
budget, in accordance with GRAP 1 Presentation of Financial Statements. The 
supplementary budget information set out on pages ^ to ^ does not form part of the 
financial statements and is presented as additional information. Accordingly I do not 
express an opinion thereon. 


Non-compliance with applicable legislation 

28. The accounting officer did not comply with the following legislative requirements; 
Municipal Finance Management Act 




29. Section 64(2)(g) of the MFMA states that the accounting officer of the municipality must 
take all reasonable steps to ensure that the municipality charges interest on arrears, 
except where the council has granted exemptions in accordance with its budget-related 
policies and within a prescribed framework. The municipality did not charge interest on 
any outstanding debtors for the year under review. 

30. In terms of section 65(2)(e) of the MFMA, the municipality is required to make payments 
within 30 days of receiving the relevant invoice or statement. The municipality failed to 
meet this requirement and expenditure relating to R 1 ,025,1 33 was paid after 30 days. 

31. Section 67 of the MFMA sets out legislative requirements to be enforced when funds 
are transferred to organisations, other than in the normal course of business. The 
municipality failed to formally address all the requirements in its dealings with other 
entities. 

Division of Revenue Act 

32. The municipality did not submit an evaluation of its performance to the transferring 
officer in respect of programmes or functions funded, or partially funded, by an 
allocation received by the municipality as required by section 12(6) of the DoRA. 

33. Section 28{1) of the DoRA states that any conditional allocation that is not spent at the 
end of the financial year reverts to the National Revenue Fund, unless the relevant 
receiving officer can prove to the satisfaction of the National Treasury that the unspent 
allocation is committed to identifiable projects. The municipality had unspent 
conditional grants amounting R 3,115,325 which were not maintained in separate bank 
accounts, but were included in the municipality’s primary bank account to reduce the 
bank overdraft. 


Governance framework 

34. The governance principles that impact the auditor’s opinion on the financial statements 
are related to the responsibilities and practices exercised by the accounting officer and 
executive management and are reflected in the internal control deficiencies and key 
governance responsibilities addressed below: 

Internal control deficiencies 

35. Section 62{1)(c)(i) of the MFMA states that the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial 
and risk management and internal control. The table below depicts the root causes that 
gave rise to the deficiencies in the system of internal control, which led to the qualified 
opinion. The root causes are categorised according to the five components of an 
effective system of internal control. (The number listed per component can be followed 
with the legend below the table.) In some instances deficiencies exist in more than one 
internal control component. 


Par. no. 

Basis for qualified opinion 

CE 

RA 

CA 


M 

8 

A difference of R 198,679 was identified between the vat 
control account and the VAT201 returns for the year, for 
which management could not provide an explanation for 
the difference. 


1 

1 

1 

1 

10 

Included in current liabilities, under creditors, is an 
amount of R 7,987,799 relating to payroll creditors. 
Included in this total is an amount of R 6,379,436 for a 
PAYE liability owed by the municipality to SARS. This 
liability arose as the municipality was experiencing cash 
flow problems and was not able to fund these payments 

5 

1 

1 











to SARS. This represents material non-compliance with 
paragraph 2 of the Fourth Schedule of the Income Tax 
Act, 1962 {Act 58 of 1962) as well as section 65(2)(f) of 
the MFMA. 















36. The municipality has established control activities at the municipality. However, these 
controls are not always performed, or are overrided, which results in these controls not 
being effective. Further, there is a lack of monitoring by senior management to identify 
instances of controls being bypassed. 


Legend 


CE = Control ertvyonment 


The organisational structure does not address areas of responsibility and lines of reporting to support effective control over 
financial reporting. 


Management and staff are not assigned appropriate levels of authority and responsibility to facilitate control over financial 
reporting. 


Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of personnel. 
Integrity and ethical values have not been developed and are not understood to set the standard for financial reporting. 
The accounting officer/accounting authority does not exercise oversight responsibility over financial reporting and internal 
control. 


Management's philosophy and operating style do not promote effective control over financial reporting. 


The entity does not have individuals competent in financial reporting and related matters. 


Management has not specified financial reporting objectives to enable the identification of risks to reliable financial 
reporting. 


The entity does not identify risks to the achievement of financial reporting objectives. 


The entity does not analyse the likelihood and impact of the risks identified. 


The entity does not determine a risk strategy/action plan to manage identified risks. 


The potential for material misstatement due to fraud is not considered. 




There is inadequate segregation Of duties to prevent fraudulent data and asset misappropriation. 


General information technology controls have not been designed to maintain the integrity of the information system and the 
security of the data. 


Manual or automated controls are not designed to ensure that the transactions have occurred, are authorised, and are 
completely and accurately processed. 


Actions are not taken to address risks to the achievement of financial reporting objectives. 


Control activities are not selected and developed to mitigate risks over financial reporting. 


Policies and procedures related to financial reporting are not established and communicated. 


Realistic targets are not set for financial performance measures, which are in turn not linked to an effective reward system. 
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Pertinent information is not identified and captured in a form and time frame to support financial reporting. 


Information required to implement internal control is not available to personnel to enable internal control responsibilities. 
Communications do not enable and support the understanding and execution of internal control processes and 
responsibilities by personnel. - 
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Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of internal control 
over financial reporting. 


Neither reviews by internal audit or the audit committee nor seif -assessments are evident. 


Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective action to be 
taken. 


Key governance responsibilities 

37. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is the 
implementation of certain key governance responsibilities, which 1 have assessed as 
follows; 


No. 

Matter 

Y 

N 

Clear trai 

of supporting documentation that is easily available and provided in a timely manner 

1. 

No significant difficulties were experienced during the audit concerning 
delays or the availability of requested information. 




Quality of financial statements and related management information 

























No. 


Matter 


N 


i 

2. 

The financial statements were not subject to any material amendments 
resulting from the audit. 



3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 



Timeliness of financial statements and management information 

4. 

The annual financial statements were submitted for auditing as per the 
legislated deadlines (section 126 of the MFMA). 



Availability of key officials during audit 

5. 

Key officials were available throughout the audit process. 



Development and compliance with risk management, effective internal control and 

governance practices 

6. 

Audit committee 




• The municipality had an audit committee in operation throughout the 
financial year. 



• The audit committee operates in accordance with approved, written 
terms of reference. 



• The audit committee substantially fulfilled its responsibilities for the 
year, as set out in section 166(2) of the MFMA. 



7. 

Internal audit 




• The municipality had an internal audit function in operation throughout 
the financial year. 



• The internal audit function operates in terms of an approved internal 
audit plan. 



• The Internal audit function substantially fulfilled its responsibilities for 
the year, as set out in section 165(2) of the MFMA. 



8. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of financial and risk management. 



9. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of compliance with applicable laws and 
regulations. 



10. 

The information systems were appropriate to facilitate the preparation of 
the financial statements. 



11. 

A risk assessment was conducted on a regular basis and a risk 
management strategy, which includes a fraud prevention plan, is 
documented and used as set out in section 62(1)(c)(i) of the MFMA. 
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12. 

Delegations of responsibility are in place, as set out in section 79 of the 
MFMA. 



Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 



14. 

SCOPA resolutions have been substantially implemented. 



Issues relating to the reporting of performance information 

15. 

The information systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 



16. 

Adequate control processes and procedures are designed and 
implemented to ensure the accuracy and completeness of reported 
performance information. 



17. 

A strategic plan was prepared and approved for the financial year under 
review for purposes of monitoring the performance in relation to the budget 
and delivery by the Legislature against its mandate, predetermined 
objectives, outputs, indicators and targets [Section 68 of the MFMAj. 



18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those 
charged with governance. 




38. The municipality appointed internal auditors during February 2009, being the shared 
interna! auditors from the district municipality. The internal audit unit performed a Risk 















Assessment in February 2009 which was used as a basis for the audit coverage 
operational plan for the 2009/10 and a strategic plan for 2010 to 2012. Both these 
plans were approved on the 26 August 2009. 

39. Further, an audit committee for the municipality was also appointed in February 2009 
after the internal audit unit was formulated. These governance structures were 
therefore not in operation for the full year under review. 

40. The CFO is often not physically present at the municipality to be able to provide 
guidance, training and supervision for the staff. Further, there is no adequate 
monitoring processes performed at the municipality to prevent errors from occurring. 
This is evident in the significant number of audit adjustments passed to the annual 
financial statements. 


Investigations 

41. A Value Added Tax audit is currently being undertaken by SARS to verify the value of 
the VAT refund claimed by the municipality. The VAT audit was still ongoing at the 
reporting date. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 

42. 1 have reviewed the performance information as set out on pages xx to xx. 


The accounting officer’s responsibility for the performance information 

43. In terms of section 121(3){c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the municipality 
in terms of section 46 of the Local Government: Municipal Systems Act, 2000 (Act No. 
32 of 2000) (MSA). 


The Auditor-General’s responsibility 

44. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008 
and section 45 of the MSA. 

45. In terms of the foregoing my engagement included performing procedures of an audit 
nature to obtain sufficient appropriate evidence about the performance information and 
related systems, processes and procedures. The procedures selected depend on the 
auditor’s Judgement. 

46. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 


Findings on performance information 


Non-compliance with regulatory requirements 
Internal auditing of performance measurements 

47. The Port St Johns Municipality did not develop and implement mechanisms, systems 
and processes for auditing the results of performance measurement as part of its 
internal audit processes, as required in terms of section 45 of the MSA. 



No mid-year budget and performance assessments 

48. The accounting officer of the Port St Johns Municipality did not (by 25 January of each 
year) assess the performance of the municipality during the first half of the financial 
year, taking into account the municipality’s service delivery performance during the first 
half of the financial year and the service delivery targets and performance indicators set 
in the service delivery and budget implementation plan, as required by section 72 of the 
MFMA. 

APPRECIATION 

49, The assistance rendered by the staff of the Port St Johns Municipality during the audit is 
sincerely appreciated. 




East London 


30 November 2009 



AUDIT OR-OENERAL 
SOUTH AFRICA 


Auditing to build public confidence 



